


Consolidated Statement of Earnings 


Carter Hawley Halo Stores, Inc 


$3,724,294 $3,101,682 , $2,590,650 


Costs and expenses 

Cost of goods sold, including occupancy and buying costs 
Selling, general, and administrative expenses 
Interest expense and discount, net 


2,702,055 

862,272 

117,237 

3,681,5 64 

42,730 


2,240,404 1,851,566 

706,368 599,493 

92,345 99,237 

3,039,117 2,550,296 

62,565 ' 40,354 


Costs relating to unsolicited tender offer 
Gains on sale of joint venture interests 


12,768 


• * • ® * 
• a ••• ••• 1 • • ••• •• a ■ • • 

...... .... . - • ^ 

.• . ...... . . ... . . . ... - # ^ 

Earnings from continuing operations before income taxes 

Income taxes 

(7,100) 

35,630 

8,500 

17,020 

79,585 
, 24,200 * 

11,806 

52,160 

11,650 

Earnings from continuing operations 

27,130 

55,385 

40,510 

Discontinued operations / 


. * 

• • * * • 

Earnings (loss) from operations, net of income taxes of ($1,050), $10,600 and $6,450 

(510) 

12,100 

% w ® 

! ; 8,515 

Gain on sale of Waldenbooks, net of income taxes of $29,850 

63,050 

V * ■ 



62,5*0 

12,100 

8,515 

. 

Net earnings 

* . • . . V, 

$ 89,670 $ 

67,485 ! 

5 49,025 

% m 

• 

Primary earnings per common share 




Continuing operations 

$ - $ 

1.57 ! 

• + 

5 1.27 

Discontinued operations 

2.75 

.36 

.28 

f • . 

* • ^ . 

$ 2.75 $ 

1.93 ! 

$ 1.55 

Fully diluted earnings per common share 




Continuing operations 

$ .83 $ 

1.56 i 

$ 1.27 

Discontinued operations 

1.89 

.34 

.26 
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Consolidated Balance Sheet 


Carter Hawley Hale Stores, Inc 


February 2 
1985 


January 28 
; 1984 


(!n thousands) 


■T ’-w> 


Assets 


Current assets 
Cash 

Accounts receivable, net 

Merchandise inventories 

• # * • 

Other current assets 


$ 22,727 $ 12,902 

125,524 156,307 

717,300 579,944 

39,487 35,318 

905,038 784,471 

• 823,569 795,566 

143,864 .157,406 

169,168 
74,735 55,083 

$1,947,206 $1,961,694 


Property and equipment, net 
Investment in finance subsidiaries 
Net assets ofWaldenbooks 
Other assets 


Current liabilities 

i* * * . • * * * • •' 

Notes payable and current installments 

Accounts payable 

Accrued liabilities 

Dividends payable 

Current income taxes 

Deferred income taxes 


$ 50,370 

285,466 
.134,562 
5,983 
16,933 
99,648 

592,962 

396,654 

152,006 

55,922 

101,496 


$ 10,478 

246,800 
128,713 
11,134 
8,283 
108,525 

513,933 

358,268 

158,075 

55,611 

92,274 


Long term debt 

Capit al lease obligations 

Othei\liabilities 

Long termdcferred income taxes 


Redeemable preferred stock, $3 par value, stated 
at redemption value of $300 per share 

Nonredeemable preferred stock, common stock, and other shareholders' equity 
Nonredeemable preferred stock, $5 par value 
Common stock, $5 par value 
Other paid-in capital 
Accumulated earnings 


300,000 


3,548 

95,334 176,703 

140,358 263,796 

112,474, 339,486 

$1,947,206 $1,961,694 
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Consolidated Statement of Changes in Financial 


Position 
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Carter Hawley Hale Stores, Inc. 


• % 

_ (In thousands) ___ 

Cash from continuing operations 

Earnings from continuing operations 
Depreciation and amortization 

Deferred income taxes ...... 

o Gains on sale of joint venture interests, net of income taxes 
Gains on retirement of debentures, net of income taxes, 
excluding gains attributable to the finance subsidiaries 
Equity in undistributed earnings of finance subsidiaries _ 

Cash' from continuing operations 

Cash from discontinued operations, including depreciation and deferred taxes 
Cash proceeas from sale ofWaldenbooks, net of income taxes of $29,850 _ 




Financing 

Net increase in notes payable 
Issuances of long term debt 
Issuance of redeemable preferred stock 

Issuances of common stock 
Retirements of common stock 

Redemption of nonredeemable preferred stock 

o Reductions in long term debt and capital lease obligations 

Net cash provided (used) by financing _ 

Capital investments 

Store property and equipment purchased 
Properties sold 

Dividends from finance subsidiaries of 

prior years’ e arnings _ 

Net cash u sed for capital investments _ 

Dividend payments 
Cash dividends paid 

. Cash divid ends reinvested in common stock _ 

Total di vidends paid _ 

Other cash sources (uses) 

Accounts receivable 
- Merchandise inventories 
Accounts payable and accrued liabilities 
Prepaid pension contributions 

Other, net ____— 

Net othe r cash uses ___ 

Cash increase (decrease) 


1984 


1983 


1982 


27,130 

72,278 

345 


99,753 

4,654 

265,150 


369,557 


55,385 

65,796 

25,532 

(8,644) 

• • . 

% 

k 

(1,284) 

(15,304) 

121,481 

22,078 


143,559 


41,089 

50,000 

300,000 

14,182 

(478,611) 

(5,740) 

(18,880) 

(97,960) 


(107,284) 

1,350 

13,542 

(92,392) 


(43,096) 

(7,033) 

(50,129) 


30,783 

(137,356) 

44,515 

(12,004) 

(45,189) 

(119,251) 

$ 9,825 


15,000 

• * • . ® 

66,530 


: av 

(78,695) \ 
2,835 


(90,100) 

41,545 


(48,555) 


(30,680) 

(12,774) 

(43,454) 


(10,492) 

(94,574) 

77,083 

(20,837) 
(48,820) 
$ 5,565 


40,510 

59,515 

24,946 

(2,600) 

• • 9 , * 

(7,956) 

(15,929) 

98,486 

17,369 


115,855 



86,466 

i * * ^ 

36,358 


(80,442) 

42,382 


(129,469) 

44,190 




(85,279) 

• / 

(27,880) 

(11,570) 

(39,450) 

(3,985) 

(46,143) 

68,283 

9 

(55,821) 
(37,666) 
$ (4,158) 
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Summary of Significant Accounting Policies and Financial Review. 
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Consolidated Statement of Nonredeemable Preferred Stock, 
Common Stock, and Other Shareholders’ Equity 
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See accompanying Summary of Significant Accounting Policies and Financial Review. 
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Carter Hawley Hale Stores, Inc. 


Shares issued 


Par value 




• • • t " 

Non* 


Non¬ 

• 

. Other 

Accumu¬ 


redeemable 


redeemable 


paid-in 

lated 

(Dollar amounts in thousands) 

preferred 

Common 

preferred 

Common 

capital 

earnings 

% 

Balance , January JO, 1982 

901,920 

28,920,203 

$4,510 

- • 

$144,601 

$192,048 

$305,880 

Net earnings 

Cash dividends 


• m % 


• • % _ 

: • : •• 

49,025 

% • * 

• 4 

Common stock 

• 

• 


• • 

• * * • « • 

(37,778) 

Nonredeemable preferred stock 

Issuances of common stock in exchange for debentures 

: \ 

1,357,991 


6,790 

10,635 

(1,672) 

V 

. \ 

Issuance of common stock under Dividend Reinvestment 

• 9 dm t P 9 9 • 

\ • 




. . . ' « 

; • • • • . • 

y • • 

and Stock Purchase Plan 

% ■ • • • 


385,197 


1,926 

2,912 

• • * • . 

Issuance of common stock to Profit Sharing Plan 

• 

1,074,545 

• • 

5,373 

8,722 

* * _ • % 

III . t . , m 

4 

Conversion of nonredeemable preferred stock 

(90,031) 

151,888 

(451). 

759 

(308) 

• • •••...• ; • * 

Balance, January 29,1983 

811,889 

31,889,824 

4,059 

159,449 

214,009 

315,455 

Net earnings 

Cash dividends 


• 


r \ 

. • 

• • • 

67,485 

• • • 

Common stock 

• i ^ 



• 

• • 


(41,979) 

Nonredeemable preferred stock 




•• . • 


(1,475) 

a % 

Issuance of common stock 

Issuance of common stock under Dividend Reinvestment 


2,475,000 


12,375 

v 38,757 

• % • 

• § • • 

• 

and Stock Purchase Plan 

• • • • •••• 


275,996 

■ ; 

1,380 

3,966 

’• " / ' 

Issuance of common stock to Profit Sharing Plan 


389,249 


1,946 

5,563 

. . : ! • , 

Conversion of nonredeemable preferred stock 

(102,253) 

• 

172,528 

; (511) 

863 

(352) 


Exercise of stock options 

• 

137,975 


690 

. 1,853 

• • • 

+ 

Balance, January 28,1984 

709,636 

35,340,572 

3,548 

176,703 

263,796 

339,486 


89,670 

(23,052) 

(71) 

(27,006) 


Net earnings 89,6 

Cash dividends 

Common stock (23,C 

Nonredeemable preferred stock { 

Redeemable preferred stock (27,C 

Issuance of common stock under Employee Stock Ownership 

Benefit Plan 95,500 477 1,696 

Issuance of common stock under Dividend Reinvestment 

and Stock Purchase Plan 155,555 778 2,403 

Issuance of common stock to Profit Sharing Plan 263,846 1,319 3,819 

Retirement of common stock (17,952,700) (89,763) (130,516) (258,3 

Conversion of nonredeemable preferred stock (582,070) 982,214 (2,911) 4,911 (2,000) 

Redemption of nonredeemable preferred stock (127,566) (637) (1,621) (3,4 

Exercise of stock options 181,890 909 2,781 

Foreign currency translation adjustment 

Cumulative adjustment—beginning of year (3,1 

Current year adjustment (1,< 


Balance,February 2,1985 — 19,066,877 $ — $ 95,334 $140,358 $112,4 

At February 2,1985, authorized preferred stock consisted of 5 million shares, $5 par value, and authorized common stock consisted of 60 million 
shares, $5 par value. 


95,500 


477 

1,696 

• 

% 


155,555 


778 

2,403 


263,846 


1,319 

3,819 

• , . 

(17,952,700) 


(89,763) 

(130,516) 

(258,332) 

982,214 

(2,911) 

4,911 

(2,000) 



(637) 

• 

(1,621) 

(3,482) 

181,890 


909 

2,781 






(3,139) 





(1,600) 

19,066,877 

$ - 

$ 95,334 

$140,358 

$112,474 
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To Our Shareholders: 


Nineteen eighty-four was an eventful year that saw the 
company face some of the most important decisions 
in its history. 

It began with a solid performance in the first quarter, 
which gave us six consecutive quarters of growth in sales, 
operating income, and net income. It included an 
unsolicited tender offer for the company from The 
Limited, Inc., in early April, which led to a series of 
actions that changed the capital structure of the company, 
and were taken to protect the inherent long term value of 
our shareholders' investment. It included a special share¬ 
holder meeting in July where these actions were, in 
effect, ratified by an overwhelming vote of our share¬ 
holders. It included the completion of our restructuring 
program, which has positioned us for growth in sales and 
earnings per share for the next several years. And the year 
concluded with a strong improvement in our perfor¬ 
mance over the last six months, on an operating basis, 
which bodes well for the future of the company. 

The Tender Offer 

Most of the attention your company received during the 
year was a direct result of the unsolicited tender offer. 
This offer was rejected by the board of directors as 
inadequate in mid-April, after careful consideration and 
evaluation by our independent board members, financial 
advisors, and legal counsel. The fundamental judgment 
of the board was that the inherent values of the company, 
after taking into account the restructuring program ini¬ 
tiated in 1980, positioned Carter Hawley Hale for 
earnings growth in the immediate future and beyond. 
The board then authorized three key actions: 

1.) The issuance of one million shares of convertible 
preferred stock to General Cinema Corporation for 
$300 million; 2.) The granting of an option to General 
Cinema to purchase Waldenbooks for $285 million; and 
3.) The repurchase of approximately half of our com¬ 
mon stock on the open market for an aggregate cost of 
approximately $479 million. 

By issuing the convertible preferred shares to General 
Cinema Corporation, we were able to acquire a long 
term investor that believed in the growth potential of the 
company. At the same time, this transaction provided us 
with $300 million in cash, which we used to repurchase 


some of our common stock on the open market. By 
repurchasing these shares, we were able to offer those 
investors who wished to sell their shares an alternative to 
The Limiteds inadequate tender offer, while protecting 
the interests of our long term investors. We believe those 
investors who sold their shares to us were mostly 
arbitrageurs and other market professionals, based on the 
activity in our stock after The Limited s surprise 
announcement in the press and the normal dynamics of a 
tender offer situation. And while General Cinema chose 
not to exercise its option for Waldenbooks, we were later 
able to sell this division to K mart Corporation for $295 
million, or about 24 times our net earnings from this 
division in 1983. This provided us with more cash to pay 

for the stock repurchase program. 

Your board and management believed these actions were 
in the best interests of all of our shareholders and would 
permit us to continue to build strong future values for 
them. Events since April are proving your board s actions 
were correct. 

At the special meeting in July, these actions were, in 
effect, ratified by an overwhelming vote of our share¬ 
holders. On that day, our stock closed at 19. 

Since then, Carter Hawley Hale has performed, on an 
operating basis, at the improved level foreseen by the board. 
For the six month fall season ended February 2,1985, 
earnings from continuing operations before interest 
expense, income tax, and nonoperating items improved 30 
percent, while our sales increased 19 percent. 

In addition, our earnings from continuing operations for 
the period, excluding nonoperating items, improved 26 
percent. On a fully diluted earnings per share basis, 
earnings from continuing operations before nonoperating 
items were $1.31 per share compared with $1.00 in the 
prior year period, despite one of the most promotional 
Christmas selling seasons in more than a decade. But most 
importantly, the performance of our stock has also 
improved. On the last trading day of our fiscal year, our 
stock reached a high of 27 and closed at 26 5 /s. We foresee 
further improvements in our operating performance in 
1985 and are committed to bringing the inherent values of 
the company into place for the benefit of our shareholders. 

Store Modernization and Openings 
Store modernization continues to receive a high degree of 
attention. During 1984, $45 million was spent on modern¬ 
ization projects throughout the company s divisions. We 
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essentially completed the improvements we had planned 
for Bergdorf Goodman, our prestigious specialty store on 
Fifth Avenue in New York City, adding 21,000 square feet 
of selling space and dramatically updating the store's 
interior. These changes contributed to an improvement in 
sales and profits for this division in 1984. We also com¬ 
pleted the improvements at our Neiman-Marcus store in 
Northpark, Texas, where we added a third floor of selling 
space. 

In 1985, we will continue to focus considerable attention 
on this aspect of our operations and plan to spend approx¬ 
imately $44 million on store modernization projects. 

During 1984, we also continued to carefully expand our 
franchises. Neiman-Marcus entered the Boston metro¬ 
politan area in February with the opening of its store at 
Copley Plaza. Emporium Capwell had the most successful 
opening in its history with its new store at Vallco Fashion 
Park in Cupertino, California. And Contempo Casuals 
maintained its aggressive expansion by opening 26 stores. 

At year end, Contempo Casuals operated 105 stores in 
11 states. 

During the coming year we will be even more active in 
this area. Neiman-Marcus will enter the Palo Alto, Califor¬ 
nia market; The Broadway-Southern California will open 
another store in San Diego, California; The Broadway- 
Southwest will open two stores in Denver, Colorado; and 
Thalhimers will open a store in Roanoke, Virginia, and add 
a second store in Charleston, South Carolina. In addition, 
we plan to open 30 more Contempo Casuals during 1985. 

Executive Changes 

Company management was strengthened by a number of 
key executive appointments during 1984 and early 1985. 
Richard P Hauser, was appointed a vice president of the 
company after serving as chairman and chief executive 
officer of John Wanamaker since 1978. Richard L. Boje, 
formerly chairman and chief executive officer of 
Weinstock s, assumed the position of chairman and chief 
executive officer of John Wanamaker, and Cheryl Nido 
Turpin, president of Weinstock s, was given the added 
responsibilities of chief executive officer for that division. 

In early April 1985, Howard N. West, executive vice 
president and chief financial officer, retired after 32 years of 
valued service. We are fortunate that he will continue to 
lend us his insight and support as a consultant to the 
company. 


John M. Gailys, who was promoted from vice chairman 
of Neiman-Marcus to executive vice president, finance 
and operations, for the company in 1984, has assumed Mr. 
West's duties as chief financial officer. Edward S. Water- 
bury, who had served as vice president, control, was 
promoted to senior vice president, control. And Brian L. 
Fleming, who was promoted from director of corporate 
accounting to corporate controller in early 1984, has since 
been appointed vice president, accounting. 

In addition, Harry Levitt, director, investment analysis, 
was appointed vice president, finance; Dale G. Thune, 
director, property and sales tax, and assistant treasurer, was 
appointed vice president, property and sales tax; John F 
Busey, director, treasury operations, was appointed trea¬ 
surer; D. Clair Brumbaugh, director, income tax, was 
appointed vice president, income tax; Larry Petersen, 
director, planning and analysis, was appointed vice presi¬ 
dent, planning and analysis; Francis T. Phalen, treasurer, 
was named vice president, shortage controller; and Walter 
W. Tuthill, general auditor, was appointed vice president, 
general auditor. 

We are pleased that these positions could be filled by 
people long associated with Carter Hawley Hale, and 
believe this demonstrates the high level of talent we are able 
to draw on from within the company. 

During the year, three valued members of our board of 
directors—J. Hart Lyon, an executive vice president of the 
company, Robert Di Giorgio, chairman of Di Giorgio 
Corporation, and Jerome W. Hull, retired chairman of 
Pacific Telephone and Telegraph Company—retired from 
the board and have become honorary directors. We are 
pleased that their wise counsel will continue to be available 
to the company. 

We also added seven new directors to our board: 

William L. Brown, chairman and chief executive officer 
of Bank of Boston Corporation; Samuel Frankenheim, 
senior vice president and general counsel of General 
Cinema Corporation; J. Atwood Ives, vice chairman and 
chief financial officer of General Cinema; Herbert W. 
Jarvis, president and chief executive officer of Sybron 
Corporation; Richard A. Smith, chairman and chief 
executive officer of General Cinema; Robert J. Tarr, Jr., 
president and chief operating officer of General Cinema; 
and Hugo Uyterhoeven, Timken Professor of Business 
Administration at the Harvard Graduate School of 
Business Administration. 
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Philip M. Hawley 

Chairman and Chief Executive Officer 



Outlook for 1985 and Beyond 
Carter Hawley Hale’s management is committed to 
becoming the leading fashion retailer in the country and is 
positioned to begin delivering on the investment we have 
made in improving our operations and merchandise offer¬ 
ings. Our focus is on the middle and upper income 
customer living in high growth geographic areas. This 
population segment has been experiencing an increase in 
its spending power over the last few years and is predicte 
to continue to do so. They enjoy the unique experiences 
and values associated with shopping at our prestigious 
department and specialty stores, and recognize that quality, 
service, and price are important considerations in their 

^Insubsequent pages of this annual report we outhne the 
strategies we have put in place which are helping us bu Id 
our business. These strategies fit together to enable us to 
gain a competitive edge through improved productivity and 
better merchandise selections. Our customers have 
responded positively to our new direction, justifying our 

r.** •* —> 

should continue to grow and that consumer spending will 
be at very good levels. We intend to take advantage of this 
situation and believe that 1985 is going to be a very good 
year for the company. Our future is brighter than ever. 

This letter would be incomplete without acknowledging 
those who have contributed so much to the company 
during this difficult year-our dedicated 56,000 associates. 
On behalf of our shareholders, I wish to thank them for the 
dedication they have shown to the company under 
extremely trying circumstances. I also want to take his 
opportunity to express my personal appreciation tor the 
support, spirit, and enthusiasm they demonstrated during 
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Sincerely. 


April 8,1985 






















Review of Operations 


Carter Hawley Hale Stores, Inc. 


The Carter Hawley Hale of today is a more competitive 
force in the retail field than the company that existed in 
1980, the year we began our restructuring program. With 
the completion of the inventory currency program in 
mid-1984, we finished this program and positioned the 
company for significant growth in sales and earnings per 
share. We believe we now have a competitive edge over 
other retailers, an edge our shareholders will enjoy over the 
next several years. 

In 1980, completing a decade of growth from acquisi¬ 
tion and merger, we faced the need to reevaluate the 

company as a whole in order to be more integrated in 
policy direction, more market-driven, and more customer- 
oriented. After thorough research and evaluation/strategies 
were developed that predicted to position us as a more 
effective competitor with strong future growth potential. 
These initial strategies involved: 

1. Restructuring three major department store divi¬ 
sions, which meant consolidating Emporium and Capwells 
in northern California and dividing our largest business, 
The Broadway, into two parts, one serving southern Cal¬ 
ifornia and the other to serve Arizona, Colorado, Nevada, 
and New Mexico; 

2. Establishing a corporate marketing department to 
provide trend identification and important consumer mar¬ 
ket analysis reporting for our merchants; 

3. Organizing a product development office to 
develop proprietary merchandise unique to Carter Hawley 

Hale, and to supply centralized buying services for our 
divisions; 

4. Launching a massive effort to develop systems, 
equipment, and technology that would put our company 
and its managers in the forefront of the industry by 1985. 

The implementation of these strategies involved time, 
money, and energy, and took longer to complete, in certain 
instances, than we anticipated. But their value and contri¬ 
bution to the streamlining of our operations and the 
reduction of expenses soon became apparent. 

While the above strategies addressed our operational 
needs, we realized we also needed to redirect our merchan¬ 
dising programs for our largest business segment—our 
department stores. In essence, we decided that Carter 
Hawley Hale needed to undergo a complete cultural 
change in our approach to merchandising. 

In late 1982, we launched an all-encompassing program 
to address these needs. Today, our store marketing and 
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Gaining competitive edge 

Development of quality 
merchandise that earns our 
stores customer loyalty 
requires unique styling, 
excellent workmanship, and 
competitive, value-based 
pricing. 

At our Market Services 
division in New York City, 
130 professional and sup¬ 
port personnel work with 
merchants from our store 
divisions to improve market 
share by identifying oppor¬ 
tunities relating to target 
customers, merchandise 
trends, and worldwide 
resources. Market Services’ 
large-scale purchasing pro¬ 


grams produce major econo¬ 
mies for the company. Our 
own private-label merchan¬ 
dise offers excellent oppor¬ 
tunity for further growth. 

Shoppers base their per¬ 
ception of quality on how 
well a product performs, its 
durability, and longevity. In 
developing exclusive mer¬ 
chandise for our customers, 
we are able to provide 
design control and product 
testing that ensure quality 
and enhance the reputation 
of our stores. 
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merchandising strategies have been strongly redirected so 
that vve have become more value- and customer-driven. 

Inventories, our largest physical asset, have been built 
up so that we now offer the customer what we believe are 
the widest selections available. We did not however, simply 
add merchandise to the sales floor. We identified those 
departments that offered us the opportunity to dominate a 
business, in effect to become the primary source for these 
goods in the minds of our customers, and built wide 
selections accordingly. 

Conversely, we identified and began to eliminate those 
departments where we could not predict to be able to 
compete as effectively as other retailers, or which did not 
meet our long-term standards for profit. This allowed us to 
convert this store space into more profitable departments 
offering wide selections of merchandise. 

But offering wide selections was only part of the 
redirection we decided to take. These selections had to be 
fresh and up-to-date in order to satisfy the rapidly changing 
desires of todays customer. 

We established new standards and guidelines on mark- 
downs to bring this about and implemented our inventory 
currency program over 1983 and 1984. We believe we are 
now offering our customers some of the freshest merchan¬ 
dise available in most departments, and are generally ahead 
of the industry currency average in other departments. The 
outstanding growth in sales Carter Hawley Hale has 
experienced over the last two years is evidence of our 
customers' favorable response to this strategy decision. 

Competitive pricing was another area we addressed. We 
are now committed to being competitively priced in all the 
merchandise offered through our department stores. To do 
this, we have combined the merchandising talents of our 
buyers with the latest in high technology, with the result 
being that we are buying, pricing, and managing our 
inventories more efficiently. 

In essence, the objective of these strategies is to hold 
down expenses while generating higher sales volume per 
square foot of store space through improved productivity. 
We have articulated this throughout every level of our 
organization, and division management performance is 
now evaluated in terms of their successful application of 
these stated marketing and merchandising strategics. 

The improvements in our operations are becoming 
apparent. Through January 1985, we have produced 25 


consecutive months of double-digit sales increases, a per 
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Carter Hawley Hale Stoics, Inc 
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Sending clear signals interior entrances and its 

Effective use of expansion own well marked exterior 
capital is exemplified in our entrance from the mall, 
highly successful Emporium Carter Hawley Hale’s 
Capwell store opened in corporate marketing depart- 

1984 in Cupertino, Califor- ment assists divisions in 
nia, in a mall patronized by identifying key growth 
an affluent customer base. opportunities so that depart- 
Following its purchase ments with high profit 
from another company in potential can be given more 
1983, wo implemented a space and their buyers can 

"headquarters'' approach to make more accurate pur¬ 
merchandising that has chasing decisions, 

helped us achieve 50 per- Departments such as 

cent more sales volume than designer apparel, shoes, 

the store’s previous owner. cosmetics, accessories, 

Headquarters merchandls- domestics, housewares, and 

ing gives our customers a electronics send strong 

clear signal of depth, assort- fashion and value signals 
ment, value, and depen- and serve as "magnets" to 

dability. For example, the draw customers to our 
Juniors department is a store stores as the first choice for 
within a store, with two a satisfying and exciting 

shopping experience. 



formance that is one of the best in the retail industry. In 
addition, operating expenses as a percentage of sales have 
been reduced, with further reductions planned for 1985. 

Instituting such strategies on a company-wide basis was 
a complex task. Likening the company to a huge ship, 
making a substantial change in course required gradual 

turns of the wheel and sufficient time to see the results. 

% 

Much of the progress we have made is the result of the 
creation of two new divisions within the past few years: 
Market Services, based in New York City, and Information 
Services, based in Anaheim, California. 

Market Services’ mission is to help the company’s stores 
profitably increase market share through more effective 
marketing and merchandising, principally through the 
development of exclusive private-label merchandise and 
large scale purchasing programs. Market Services’ staff also 
provides divisions with extensive market research on fash¬ 
ion trends and consumer preferences, and develops world¬ 
wide resources for the manufacture of merchandise to the 
exact quality and style specifications that division buyers 
know their customers want. 

In 1984, Market Services nearly doubled the volume of 
merchandise developed for divisional needs. This mer¬ 
chandise, including such company brand names as Cassis, 
Cadaz, and Neil Martin, not only differentiates our stores 
from competing stores and gives our customers compelling 
reasons to shop with us, but also allows us the ability to 
lower our merchandise costs through the large economies 
of scale that we realize when we buy in concert for all of 
our divisions. 

Information Services, which provides data processing 
and systems development for the company’s divisions, has 
been called the “arteries” of Carter Hawley Hale. Because 
this division services a network of nearly 270 stores from a 
central location, it eliminates redundancies and stan¬ 
dardizes reporting methods, thereby facilitating the flow 
and exchange of information from which all of our people 
can benefit. 

We have invested heavily in time and money to develop 
common languages and mutually beneficial data systems 
for our divisions. These common systems generally fall 
within four categories: merchandising, credit, human 
resources, and finance. We are now high up on the 
“learning curve” of invention and are implementing these 
systems and extrapolating new and more precise applica- 
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Stimulating customer 
response 

One of the most important 
purchasing motivators— 
aside from service and the 
merchandise itself—is how 
well the merchandise is dis¬ 
played. Stores that we 
opened or remodeled during 
the past two years are 
designed to hold consider¬ 
ably more merchandise than 
older stores, and demand 
high standards to be met for 
visual display. 

Successful merchandise 
presentation involves the 
proper space allocation, 
lighting, color, fashion sug¬ 
gestion through the use of 
mannequins and wall dis¬ 
plays, and mirrors that make 
customer self-appraisal 
easy. Thalhimers’ new store 
in the Mall of Memphis, 
opened in 1983, has quickly 
become one of the top sales 


achievers in the division’s 
network of 25 stores by skill¬ 
fully executing the princi¬ 
ples of successful visual 
presentation. 

Good ideas flow when 
divisions work together to 
achieve goals. Corporate 
and divisional store plan¬ 
ners tour new and 
remodeled stores so that 
they can mutually benefit 
from proven, innovative 
design and visual presenta¬ 
tion techniques. 

Visual presentation staff 
members conduct seminars 
for trainees in the company's 
management development 
program so that, early in 
their retail careers, they can 
develop an understanding of 
the critical importance of 
visual presentation. 




tions directed at serving our customers better, curbing 
costs, and improving profits. And the mastery of these 
systems is no longer confined to the mystery world of the 
computer experts. We believe in putting technology, and 
the information it can supply, at the fingertips of the people 
who need to make decisions—the “knowledge workers"— 

our buyers, department managers, and so on, up to senior 

• $ 

management. 

For example, our credit management system, now in 
use in all divisions, has eliminated the need for phone calls 
to the store credit offices to check on the status of accounts, 
thereby improving customer service. In addition, it has 
enabled us to sharply reduce uncollectable customer .. 
charge accounts. 

In another area, human resource systems have greatly 
facilitated the implementation of commission selling in our 
stores, a compensation method that also encourages better 
customer service. The value of merchandise sold by each 
sales person is automatically captured by our point of sale 
terminals and transmitted to the payroll system. 

On the other hand, our inventory management systems 
are an example of how we use technology to offer our 
customers fresh merchandise. These systems enable us to 
determine how much of a given item has been in each store 
for how long a time. They not only allow us to take timely 
markdowns on slow moving merchandise, but also help us 
determine when and in what quantities we should reorder 
fast selling merchandise. By improving our stock manage¬ 
ment techniques through the use of technology and good 
merchant talent, we are improving the productivity of our 
largest asset, our inventories. Improvement in our produc¬ 
tivity of assets is a key component in our program to 
improve the return on shareholder investment. 

Both Market Services and Information Services are 
helping our merchants make accurate decisions about what 
the customer wants, whether we are providing it, and, if 
not, what we must do to position ourselves to do so. This 
takes form in more cost-effective operations—by enabling 
our merchants to monitor inventories and sales trends, to 
analyze their buying status with vendors, and to make 
corrections in a timely manner that will improve their gross 
margins. It takes form through access to new and different 
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Cartel 1: nwley Hale Stores. Inc 
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Improving productivity 

Nciman-Marcus's 20-yoar- 
old NorthPark store in subur¬ 
ban Dallas was one of the 
division's most profitable 
stores even prior to its 
remodeling in 198-1. 

9 * 

With a now third floor 
ndrfod to its previous two 
levels, it has become an 
example of Carter Hawley 
Halo s commitment to 
Improve the productivity of 
assots and achiovo liighor 
profitability by making bet¬ 
ter use of the equity wo have 
built up in existing stores. 
The new floor adds -13,600 
square feet of selling spaco 
for high gross margin mer¬ 
chandise like china, silver, 
and gifts, and frocs up spaco 
on the original two floors for 
expansion of apparel linos. 

Customers in our stores 
can access a bridal and gift 
registry data baso stored at 
our Information Services 


division in Anaheim, Califor¬ 
nia, by merely touching the 
screen of a display terminal 
in response to tho com¬ 
puter's questions. Within 
minutes, they receive print¬ 
outs indicating the current 
status of items to be pur¬ 
chased on their friends’ 
"wish lists." 

Carter Hawley Hale is 
always on the lookout for 
synergistic opportunities 
among its divisions. At 
Emporium Capwell’s 
Oakland store, customers 
shopping in the "Good Buy" 
basoment department can 
find attractive values in lett- 
ovor merchandise from 
Nelman-Marcus's stores. 
Thus, company unity in 
working toward common 
goals pays off in benefits 
that accrue to tho customer, 
too. 
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wholesale markets and through the resulting differentiation 
of our merchandise. It takes form in fresh and plentiful 

4 • 

inventories that send a clear signal to customers seeking 
dependability and fashion opinion from our stores. 

Visual presentation also plays a large role in the achieve¬ 
ment of our objectives and is another area of our operations 
that has dramatically improved. Stores opened within the 
past two years were designed so that they can hold signifi¬ 
cantly more merchandise than older existing stores with the 
same interior space. Walkways are designed to pull custom¬ 
ers toward important focal points of merchandise. And 
because the walkways are located toward the center of the 
store, rather than its periphery, merchandise departments 
are at each side of the shoppers, giving them an unob¬ 
structed view to a depth of 30 feet. The most recent' 
applications of this concept are at Emporium Capwell’s 
stores in Hayward and Cupertino, California. Both stores 
had been owned by another company prior to our purchase 
and interior redesign. Each is generating more than 50 
percent more sales volume than their previous owners had 
been able to achieve. 

Creation of more selling space—both horizontally and 
vertically, through the effective use of walls that keep 
merchandise within reach but allow for creative presenta¬ 
tion of fashion ideas—permits merchants to establish 
dominant merchandise classification “headquarters' 
Departments like shoes, handbags, blouses, mens shirts, 
better dresses, domestics, and electronics can be developed 
with full inventories to offer the widest selections available 
in a given market, thereby acting as magnets to draw 
customers to our stores. When a customer looks at our 
merchandise assortments we want that customer to think, 
“If I can’t find it here, I probably can’t find it anywhere’.’ 

Our market research activities are designed to deter¬ 
mine how we can attract greater numbers of shoppers to 
our stores and how we can increase the customer s spend¬ 
ing per shopping trip. We have analyzed our target cus¬ 
tomer segments and the factors that influence their 
shopping decisions. We focus our efforts on segments of 
the consumer market with the largest discretionary income, 
generally in the middle and upper income groups. We 
know that today’s shoppers are increasingly adept at seeking 
the best value for themselves, and that they define value in 
terms of price, quality, fashion, and service—not just price 
alone. This is especially true for our prime target—the 
“updated” customer—who is a maturing "baby boomer, 
younger than the average customer, significantly better 
educated, earning well above the average income, and 
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Providing our customers Understanding those cus- 
with excellence tomers led to unconven- ! 

Improving customer con- tional location assignments 
venienco was a major objec- for men’s apparel, with the 

tive in the renovation and main floor department 
restoration of Bergdorf focused on the exciting and 

Goodman on New York's rapidly changing trends in 
Fifth Avenue. men's sportswear, and the 

With the completion of second floor devoted to 
the first phase of the store's tailored clothing and men’s 
modernization program, furnishings. Arriving by 

customers have escalators escalator, customers are 

to transport them quickly greeted by the very elegant 
between the store's seven Charvet shirt shop, inspired 
floors, and, by the end of by the original in Paris, and 
1985, 50 percent more sell- the outspoken British fash¬ 
ing space will have been ion statement of Turnbull 
created in which to send the &Asser. 
best fashion message with a The high level of por- 
large quantity of visibly sonal service in our spe- 

displayed merchandise. cialty stores is the standard 

The store attracts a we have set for our depart- 

broad spectrum of fashion- ment stores to emulate. New 
conscious shoppers with an computer technology per- 
ambience where traditional forms many manual tasks, 
coexists with contemporary, giving sales staff more time 

to attend to our customers. 





probably part of a dual-career white-collar employed cou¬ 
ple. The “updated" customer s taste is right for the times 
and moves with the times. He or she enjoys the shopping 
experience and believes it is important to dress well both 
professionally and socially. This customer spends an esti¬ 
mated 50 to 75 percent more on apparel and items for the 
home than other shoppers. 

Among the many merchandising opportunities the 
updated customer presents, we have identified career wear 
for both men and women, dual purpose apparel for both 
work and late day social occasions, active and athletic wear, 
home textiles and electronics. We project that within the 
next five years, this customer segment will account for as 
much as half of total department store sales. 

Having the right merchandise for our customers is only 
part of the equation in our kind of retailing. Customer 
service is the other part. Carter Hawley Hales Neiman- 
Marcus division has an outstanding history of providing the 
finest customer service in the industry. We are now using 
this experience to improve customer service in our depart¬ 
ment store divisions. Today s shoppers expect knowledge¬ 
able sales assistance and a broad range of store services to 
make their shopping experience time-saving as well as 
enjoyable. 

Our major strategies work together to make this possi¬ 
ble. The technology we have put in place makes current 
data on inventories immediately accessible, thus freeing the 
salesperson s time from manual stock counts, markdowns, 
and inter-divisional merchandise transfers, so more time 
can be spent with customers. To encourage and reward 
high sales achievement, in 1984 we piloted individual and 
group incentive programs in several divisions where such 
programs had not been previously used. Training programs 
have been strengthened and higher standards for employ¬ 
ment and retention have been put in place. In all divisions, 
goals have been set for increasing the proportion of full¬ 
time to part-time sales support, an important factor in 
improving the productivity of sales people. 

In summary, major steps have been taken to improve 
our operations. We have successfully completed a major 
organizational restructuring program and revamped our 
merchandising strategies to compete more effectively in 
the retail environment of the 1980s. Our customers have 
recognized the improvements we have made and 
responded positively. We are confident that the long-term 
value of our shareholders’ investment has improved and 
that we are prepared to meet the challenges the future holds 
for Carter Hawley Hale. 















4 


4 




•. r V 


;^v 


rjt'jKV'?-.::**'. 


I * • m m >•% • • ^ % • 

.-* - • - •*• .*;• -Vlr. 




\ *4 * • 


I.M ■:-. 


* • 

,r • *. 


. i 


Five Year Divisional Summary 




« . 


• 

- * 


; • T 


Carter Hawley Hale Stores, Inc. 


* • < 
s 

i 


s • •- «* * 


•*:••• V-:« 


. . 4 

« 


1 

- . 1 


• • 

• • i«r*v« 


f • ' v \ 


mV 


-V,: ./> 


•V=>v ; ; v, ■ 

• •'..*. 

• :••• 
■ : v--"’. • * 

* t . , , 

^ i *« »* ^• % ■»^ t j* 

■' 


•' •• •>. v 


■''•I' V* '/*'. ) . 

• • ' • • * ' % * 




•/ .. \ .* v ■ •• 

" * • •* * • . 

Z %* 2 • i • • 

, • . * 1 • ■ 


• * f* # * ’ ’• % ' i T ' • 

. . . .. % \. .r... 


’ Z V.' 5 .• • • r \ . . 

. * *’ V ..... • . *• ' i * * * 

. **•:: V; •.t , 1 ■: .* : * ;. 

• W" • • ' » • •• * ' ' • i 

•’ * - . • * * .• .• 

• ^ * • P •• k • « » * • * ' »• / > % .* . "• ' • 


'S'''?*.'", 


* M ' 

i.. . * 


. # * \ 




. . .1 . 

* , • 




* ,»v • , •• • •• • * » • 


. I • ; ■ 1 ■ • .•••<••. 1 • f ’* • - ■ 1 

. • : • "./• • .. 4 • , . • * 

. . Ama, • l • • « .-i .»«.••• . . •• • . • • • • » 


• •' - ## * * § , * ^ *. , * * , 
' .. « •••*.' V • ■ • • • * i* # ’ . # •• 

v v. ;.«• v • . y: . .; ‘ t. , 


■■ *.S *: . .*■.» .■ 

" ’ J .\ . • \: • 




• • • ' • . 


'•I 1 . ! : !*' VV • *■ 

’■ - • * ’« • '• . j* * • . • 

• • 11 • * i • # " 

. • • • ' . . ■ ' : 

• i • * • • •. • «* • • • ' • ■ • . • . . 

' ' 1 ..*/ . 

t ' • ' * , • ’• ..... ., ‘ ■ ;... 

V-;- • ,;. '.v . . /: • - • ; ... . 

. . • •. . • . • . 

'*•"*."* , / " • * * t • • 1 

• •«! ■»•>•%«%•! • • ••••• • 

. • • * * . ' 


Department Stores 


Information as of year end. 

Gross store space in thousands of square feet. 


The Broadway—Southern California 
Number. 

Store space 

The Broadway—Southwest 

Number 

Store space 

Emporium Capwell 
Number 
Store space 

Thalhimers 
Number 
Store space 

John Wanamaker 
Number 
Store space 

Weinstocks 

Number 

• • 

Store space 


1984 


40 

6,971 


10 

1,609 


22 

5,246 


25 

2,445 


16 

4,356 


12 

1,935 


1983 


40 

6,971 


10 

1,609 


21 

5,065 


26 

2,507 


16 

4,356 


12 

1,935 


1982 


40 

6,971 


10 

1,609 


2<S§ 


4,934 


25 

2,373 


16 

4,356 


12 

1,935 


1981 


40 

7,052 


9 

1,472 


20 

4,927 


25 

2,373 


16 

4,356 


12 

1,935 


i . 

•• 4 r • 


1980 


40 

7,058 


9 

1,472 


19 

4,746 


24 

2,252 


16 

4,356 


12 

1,929 
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Total Department Stores 

Number 

Store space 


125 

22,562 


125 

22,443 


123 122 

22,178 22,115 


120 

21,813 
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Specialty Stores 


Bergdorf Goodman 
Number 
Store space 

Contempo Casuals 
Number 
Store space 

Holt Renfrew 
Number 
Store space 

Neiman-Marcus 
Number 
Store space ... 

/ f 

i / 

Total Specialty Stores 

Number 

Store space 

Total Operations 
Number 
Store space 


250 

250 

250 

250 

250 

105 

79 

66 

51 

45 

429 

323 

274 

215 

190 

16 

17 

17 

18 

18 

538 

546 

500 

504 

504 

21 

20 

18 

16 

13 

3,106 

2,944 

2,622 

2,347 

1,995 

143 

* 

117 

102 

86 

77 

4,323 

4,063 

3,646 

3,316 

2,939 

268 

242 

225 

208 

197 

26,885 

26,506 

25,824 

25,431 

24,752 
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Management’s Discussion and Analysis of Results of 
Operations and Financial Condition 


Carter Hawley Hale Stores, Inc. 


The Company achieved record sales in 1984. Sales were $3.7 billion for the year, an increase of 20.1 
percent compared with increases of 19.7 percent in 1983 and 4.2 percent in 1982. On a comparative store 
basis, sales increases for the last three years were 15.7 percent, 15.6 percent, and 2.1 percent. Sales for the 
fourth quarter were $ 1.3 billion, an increase of 18.9 percent over last year. 

Management believes that the effect of inflation on the above sales gains is approximated by the 
Department Store Inventory Price Index published by the Bureau of Labor Statistics (BLS Index). The 
BLS Index increased 1.0 percent in 1984,2.7 percent in 1983, and 2.8 percent in 1982. 

Net earnings were $89.7 million in 1984, $67.5 million in 1983, and $49.0 million in 1982, resulting 
in increases over the prior year of 32.9 percent, 37.7 percent, and 9.5 percent. Fully diluted earnings 
per share were $2.72 in 1984, $1.90 in 1983, and $1.53 in 1982. In July 1984, the Company sold the 
Waldenbooks division. Earnings from continuing operations were $27.1 million in 1984, compared with 
$55.4 million in 1983 and $40.5 million in 1982, resulting in a decrease of 51.0 percent in 1984 and 
increases of 36.7 percent in 1983 and 3.0 percent in 1982. In order to understand better the Company’s 
operating earnings trends, management believes it is helpful to examine earnings from continuing / 
operations before interest expense, nonoperating income, and income taxes. These earnings were $160.0 
million in 1984, $154.9 million in 1983, and $139.6 million in 1982, resulting in increases of 3.3 percent 
in 1984,11.0 percent in 1983, and 2.2 percent in 1982. 

The rate of earnings increase in 1984 was affected by the costs to complete the Company’s inventory 
currency program during the second quarter of 1984 and by the intense promotional activity in the 1984 
Christmas season which resulted in above-normal markdowns. These effects were partially offset by a 
LIFO credit which was primarily due to lower inflation, increased inventory levels, and increased 
markdowns. 

The six-month Spring Season 1984 marked the Company’s completion of major restructuring of 
operations and changes in merchandising strategies. The results for the six-month Fall Season 1984 
reflected a return to favorable earnings trends. Fully diluted earnings per common share from continuing 
operations before nonoperating income were $1.31 in Fall 1984 compared to $1.00 in Fall 1983. 

The major factors affecting earnings in 1983 were improved operating profits of specialty stores, and a 
significant decline in the ratio of expenses to sales due to sales growth and improved expense management. 
These improvements were partially offset by lower operating profit of department store operations, due to 
lower gross margin ratios. 

Interest expense was 3.1 percent of sales in 1984, compared with 3.0 percent in 1983 and 3.8 percent in 
1982. The increase in 1984 was due to higher average short term borrowings, primarily for working capital 
purposes, and higher average short term interest rates. 

Nonoperating income consisted of costs relating to the unsolicited tender offer in 1984 and gains on 
the sale of joint venture interests and retirement of debentures in 1983 and 1982. 

The effective income tax rate was 23.9 percent in 19S4, compared with 30.4 percent in 1983 and 22,3 
percent in 1982. The decrease in the effective income tax rate in 1984 was primarily due to lower pretax 
earnings in relation to the level of investment credit and ESOB Plan credit and to the effect of the tender 
offer costs in 1984. These effects were partly offset by capital gains benefits in 1983. The increase in the 
effective income tax rate in 1983 was primarily due to the effect of nontaxable gains on exchange of 
common stock for debentures in 1982 and the lower level of investment credit in 1983, partly offset by 
higher 1983 capital gains benefits. 

Reference is made to the Ten Year Financial Summary for historical information. 

























* 


V-ti 


V : * 


» • 

- . • • :• fl ■ . 


" tf - 





} . • 




, .'A* 


. M 


>1* » » > 


I# 


* t. 






•> .* "/ * 


- >/•*%. . 


.* * * *,• 




Financial Condition 


The Company and its finance subsidiaries utilize internally generated funds and short and long term 
borrowings to finance working capital needs, principally for accounts receivable and inventories. 

Actions taken by the Company in response to the unsolicited tender offer by The Limited have resulted 
in certain changes to the balance sheet during the year. In April 1984, the Company purchased 17,952,700 
shares of its common stock for $478.6 million and sold one million shares of redeemable preferred stock to 
General Cinema Corporation for $300,0 million. In July 1984, the Company sold its Waldenbooks 
division to K mart Corporation for $295,0 million. Also in July 1984, the Company redeemed the out¬ 
standing shares of its nonredeemable preferred stock for $5.7 million. 

In October 1984, the Company and Credit Corp. entered into a $500 million Credit Agreement, 
which replaced the revolving credit agreements then in effect. At February 2,1985, no amounts were 
borrowed under the Credit Agreement. The Company and Credit Corp. also share unsecured lines of 
credit totaling $180,0 million at February 2,1985, of which $96.8 million were available for additional 
borrowing. 

Charge account term modifications during the last three years to increase the minimum monthly 
payment on charge accounts, the minimum purchase on long term revolving accounts, and finance charge 
rates have reduced the cost of credit and significantly increased receivables turnover. 

Cash flow has been improved through ongoing programs involving inventory turnover, cash manage¬ 
ment, reduction of surplus investments, and improved management of other asset and liability accounts. 

The Company finances its capital expenditure needs through a combination of internally generated 
funds from operations, access to debt markets, property financings, and additional equity. During 1984, 
capital expenditures for new store space, store modernization, and support facilities and equipment were 
$107.3 million, compared with $90.1 million in 1983. During 1984, the Company opened one department 
store and 27 specialty stores. 

During the next five years, the Company anticipates investing approximately $700 million for new 
store space, remodeling projects, and modernization. Less than 45 percent of the capital expenditure plan 
is committed. 
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Carter Hawley Halo Stores, Inc. 
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(In thousands, except per share data) 

1984 

1983 . 

1982 

Sales 

$3,724,294 

$3,101,682 

$2,590,650 

Costs and expenses 

Cost of goods sold, including occupancy and buying costs .? 

2,702,055 

2,240,404 

1,851,566 

Selling, general, and administrative expenses 

862,272 

706,368 

599,493 

Interest expense and discount, net 

117,237 

92,345 

99,237 

M % 

3,681,564 

3,039,117 

2,550,296 

Earnings from continuing operations before nonoperating income and income taxes 

42,730 

62,565 

40,354 

Nonoperating income 

Costs relating to unsolicited tender offer 

(7,100) 


• • a • 

• a 

Gains on sale of joint venture interests 

12,768 

3,850 

Gains on retirement of debentures 


4,252 

7,956 

• ■ • a • ■ • • a •• 

(7,100) 

17,020 

11,806 

Earnings from continuing operations before income taxes 

35,630 

79,585 

52,160 

Income taxes 

8,500 

24,200 

11,650 

Earnings from continuing operations 

27,130 

55,385 

40,510 

Discontinued operations 

Earnings (loss) from operations, net of income taxes of ($1,050), $10,600 and $6,450 
Gain on sale of Waldenbooks, net of income taxes of $29,850 

(510) 

63,050 

12,100 

8,515 

• 

62,540 

12,100 

8,515 

Net earnings 

$ 89,670 

$ 67,485 

$ 49,025 

Primary earnings per common share 

Continuing operations 

$ - 

$ 1.57 

$ 1.27 

Discontinued operations 

2.75 

.36 

.28 


$ 2.75 $ 


Fii//y diluted earnings per common share 
Continuing operations 
Discontinued operations 


$ 


.83 

1.89 


$ 


$ 


2.72 $ 


4 \ 
\ ■ 


1.56 

.34 


1.93 $ 


$ 


1.90 $ 


1.55 


1.27 

.26 

1.53 
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See accompanying Summary of Significant Accounting Policies and Financial Review, 
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Consolidated Balance Sheet 


Carter Hawley Hale Stores, Inc, 




Assets 


Liabilities and 
Shareholders' Equity 


(In thousands) ___ 

Current assets 
Cash 

Accounts receivable, net 
Merchandise inventories 
Other current assets 


February 2, 
1985 


January 28, 
1984 


Property and equipment, net 
Investment in finance subsidiaries 
Net assets ofWaldenbooks 
Other assets 


Current liabilities 

Notes payable and current installments 

Accounts payable 
Accrued liabilities 
Dividends payable 
Current income taxes 

D eferred income taxes ______— 

Long term debt 
Capital lease obligations 
Other liabilities 

Long term deferred income taxes 
Redeemable preferred stock, $5 par value, stated 

at redemption value of $300 per share t 

Nonredeemable preferred stock, common stock, and other shareholders equity 
Nonredeemable preferred stock, $5 par value 
Common stock, $5 par value 
Other paid-in capital 

Accumulated earnings ___ 


$ 22,727 

125,524 
717,300 
39,487 

905,038 

823,569 

143,864 

74,735 

$1,947,206 


50,370 

285,466 

134,562 

5,983 

16,933 

99,648 

592,962 

396,654 

152,006 

55,922 

101,496 


300,000 


95,334 

140,358 

112,474 


$ 12,902 

156,307 
579,944 
35,318 

784,471 

795,566 

157,406 

169,168 

55,083 

$1,961,694 


10,478 

246,800 

128,713 

11,134 

8,283 

108,525 

513,933 

358,268 

158,075 

55,611 

92,274 


3,548 

176,703 

263,796 

339,486 


I 


' 

i 


1- 


* • 
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$1,947,206 $1,961,694 
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See accompanying Summary of Significant Accounting Policies and Financial Review. 
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Consolidated Statement of Changes in Financial Position 


Carter Hawley Hale Stores, Inc. 


i 


(In thousands) 

Cash from continuing operations lV 
Earnings from continuing operations 
Depreciation and amortization 
Deferred income taxes 

Gains on sale of joint venture interests, net of income taxes 
Gains on retirement of debentures, net of income taxes, 
excluding gains attributable to the finance subsidiaries 
Equity in undistributed earnings of finance subsidiaries 

Cash from continuing operations 

Cash from discontinued operations , including depreciation and deferred taxes 
Cash proceeds from sale ofWaldenbooks , net of income taxes of $29,850 


Financing 

Net increase in notes payable 

Issuances of long term debt 

Issuance of redeemable preferred stock 

Issuances of common stock 

Retirements of common stock 

Redemption of nonredeemable preferred stock 

Reductions in long term debt and capital lease obligations 


Net cash provided (used) by financing 


Capital investments 

Store property and equipment purchased 
Properties sold 

Dividends from finance subsidiaries of 
prior years’ earnings 


Net cash used for capital investments 


i * 

Dividend payments 
Cash dividends paid 

Cash dividends reinvested in common stock 


Total dividends paid 

Other cash sources (uses) 

Accounts receivable 
Merchandise inventories 
Accounts payable and accrued liabilities 
Prepaid pension contributions 
Other, net 

Net other cash uses 


Cash increase (decrease) 


1984 


$ 27,130 
72,278 
345 


99,753 
4,654 # v 
265,150 

369,557 


41,089 

50,000 

300,000 

14,182 

(478,611) 

(5,740) 

(18,880) 


(43,096) 
7,033 


(50,129) 


30,783 
(137,:56) 
44,515 
(12,004) 
(45,189) 

(119,251) 


$ 9,825 


1983 


55,385 

65,796 

25,532 

(8,644) 

• • 4 • 

(1,284) 

(15,304) 

121,481 

22,078 


143,559 


15,000 

66,530 


(78,695) 


2,835 


(30,680) 
12,774 


(43,454) 


(10,492) 

(94,574) 

77,083 

(20,837) 

(48,820) 


5,565 


1982 


$ 40,510 
59,515 
24,946 
(2,600) 
% • 
(7,956) 
(15,929 ) 

98,486 

17,369 


115,855 


86,466 
: 36,358 


(80,442) 


(27,880) 
11,570 

(39,450) 


(3,985) 

(46,143) 

68,283 

(55,821 ) 
(37,666) 
$ (4,158) 


See accompanying Summary o( Significant Accounting Policies and Financial Review. 
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Consolidated Statement of Nonredeemable Preferred Stock 
Common Stock, and Other Shareholders* Equity * 


Carter Hawley Hale Stores, Inc. 


Shares issued 


Par value 


(Dollar amounts in thousands) 


Balance, January 30,1982 
Net earnings 
Cash dividends 

Common stock 

^ • 

Nonredeemable preferred stock 
Issuances of common stock in exchange for debentures 
Issuance of common stock under Dividend Reinvestment 
and Stock Purchase Plan 

Issuance of common stock to Profit Sharing Plan 
Conversion of nonredeemable preferred stock 


Non¬ 

redeemable 

preferred 


Non¬ 
redeemable 
Common preferred 



Other 

paid-in 

capital 


901,920 28 , 920,203 $ 4,510 $ 144,601 $ 192,048 


Balance, January 29, 1983 
Net earnings 
Cash dividends 
Common stock 

Nonredeemable preferred stock 
Issuance of common stock 

Issuance of common stock under Dividend Reinvestment 
and Stock Purchase Plan 

Issuance of common stock to Profit Sharing Plan 
Conversion of nonredeemable preferred stock 
Exercise of stock options 


1 , 357,991 

385,197 
1 , 074,545 
( 90 , 031 ) 151,888 


( 451 ) 


6,790 

1,926 
5,373 
759 


811,889 31 , 889,824 


10,635 

2,912 
8,722 
( 308 ) 


4,059 159,449 214,009 


( 102 , 253 ) 



Balance, January 28,1984 
Net earnings 
Cash dividends 
Common stock 

Nonredeemable preferred stock 
Redeemable preferred stock 

Issuance of common stock under Employee Stock Ownership 
Benefit Plan 

Issuance of common stock under Dividend Reinvestment 
and Stock Purchase Plan 

Issuance of common stock to Profit Sharing Plan 
Retirement of common stock 

Conversion of nonredeemable preferred stock 
Redemption of nonredeemable preferred stock 
Exercise of stock options 

Foreign currency translation adjustment 
Cumulative adjustment—beginning of year 
Current year adjustment 


2 , 475,000 

275,996 

389,249 

172,528 

137,975 


) 


( 511 ) 


12,375 

1,380 

1,946 

863 

690 


38,757 

3,966 

5,563 

( 352 ) 

1,853 


709,636 35 , 340,572 


3,548 176,703 263,796 


( 582 , 070 ) 

( 127 , 566 ) 


95,500 


477 

1,696 

155,555 


778 

2,403 

263,846 


1,319 

3,819 

( 17 , 952 , 700 ) 


( 89 , 763 ) 

( 130 , 516 ) 

982,214 

( 2 , 911 ) 

4,911 

( 2 , 000 ) 

181,890 

( 637 ) 


( 1 , 621 ) 


909 

2,781 


Accumu¬ 

lated 

earnings 


$ 305,880 

49,025 

( 37 , 778 ) 

( 1 , 672 ) 


315,455 

67,485 

( 41 , 979 ) 

0 , 475 ) 


339,486 

89,670 

( 23 , 052 ) 

( 71 ) 

( 27 , 006 ) 


( 258 , 332 ) 

( 3 , 482 ) 


Balance. 


19 , 066,877 $ 


( 3 , 139 ) 

( 1 , 600 ) 


$ 95,334 $ 140,358 $ 112,474 


At February 2, ^.authorized preferred stock ccnsisted of 5 million shares $5 oar valu« ^ - - --- 

shares, $5 par value. ' par value < anc * authorized common stock consisted of 60 million 


See accompanying Summary of Significant Accounting Policies and Financial Review. 
















Summary of Significant Accounting Policies 


Carter Hawley Hale Stores, Inc. 


Basis of Reporting 


Fiscal Year 


Sales 


Customer Accounts 
Receivable 


Inventories 


Property and Equipment 

Depreciation and 
Amortization 

Store Preopening 


Income Taxes 


Pensions 


Earnings Per Share of 
Common Stock 




I h ' C ° nS0 ' id , ated final ?. cial statements include the accounts of the Company aid all subsidiaries except the 
inance subsidiaries. All significant intercompany transactions and accounts have been eliminated in 

cTnsdWaled SM taX TfT subsidiaries - before noninterest items, are included in the 

Consolidated Statement of Earnings as a reduction of interest expense 

expens™ inC ° m£ haS be£ " reclassified from sales '<> general, and administrative 

The Company’s Waldenbooks division was sold in July 1984 and, accordingly, has been accounted for 
as a discontinued operation in all periods presented accounted tor 


The Company’s fiscal year ends on the Saturday closest to January 31st. Fiscal year 1984 comprised 53 
January 28,1984 and January 29,1983 i ■ 

department CXClude sales tax ’ and comprise merchandise, services, and sales by leased 


lest thnnTn i Mi nera, !M Writ lf n |°^ hen the aggregate of Percents made in the most recent six months is 
uncollectable^ ^ SChcdu ed payment 0r if !t is otherwise determined that the account is . 



Property and equipment are recorded at cost and include major renewals and improvements of a 
pe rmanent nature. Other renewals and improvements and maintenance and repairs are expensed. 

Depreciation and amortization are provided on the straight-line method over the estimated useful lives of 
— pr ° perty and equ'Pment or o ver the lives of the related leases, if such periods are shorter. _ 

*** -d mm d „ ing ». 


" ° Hi 7 T P rovlded cur rently for all items included in the Consolidated Statement of Earnilgl 

ncome on°ih Wh h e | A™ De , ferred taXes re,ated *° current items arise principally fmm 

‘"“Till T "7 1 7 ms,a,lment sa,es - Defc ™d ^xes related to noncurrent items resit 

' ri ~ 1 —* 


Pension plan expense is computed under accepted actuarial methods and includes amounts necessary to 
o P nunfm°de C d U r[,r Ce C ° StS ’ am ° rtiZa,i ° n '**“ C ° S ' S prtndp * n *. ° ver 30 >' £ars ' -teres. 


!,T 7 gS T 3re C ,°T PUfed ,he basis of tbe wei sbted average number of shares 
outstanding during the year, including dilutive stock options, after deduction of preferred dividend 

requirements. Fully diluted earnings per share are computed on the assumption that all of the outstanding 

debentures a ." d pref 7^ stock w ere converted into common stock at the beginning of the 

coIertibleTcbentureT ' divide " d interest, less tax, on the 








Financial Review 

% 


Carter Hawley Hale Stores, Inc, 


The Company is a retailer of merchandise through department stores and specialty storeS m D "P^ ent 

SaSSSSSSSSSSasr’ 


(Dollar amounts in millions) 

Sales 

Department stores 
Specialty stores 


1984 


Percent 
of total 


1983 


Percent 
of total 


Percent 
1982 of total 


$ 2 , 749.9 
. 974.4 


73 . 8 % 

26.2 


$ 2 , 304.8 

796.9 


74 . 3 % $ 1 , 948.6 75 . 2 % 

25.7 642.0 24.8 


Total 

Operating profit 
Department stores 
Specialty stores 


$ 3 , 724.3 100 . 0 % $ 3 , 101.7 100 . 0 % $ 2 , 590.6 100 - 0 % 




$ 111.6 
99.3 


52 . 9 % 

47.1 


$ 


118.0 

81.9 


59 . 0 % 

41.0 


$ 130.6 
47.1 


73 . 5 % 

26.5 


Corporate expense, net 

Interest exp ense and discount 

Earnings from continuing 
operations before 
nonoperating income and 
income taxes 

Nonop erating income _ 

Earnings from continuing 
operations before 
income taxes 


210.9 100 . 0 % 

51.0 
117.2 


199.9 100 . 0 % 


45.0 

92.3 


177.7 100 . 0 % 

38.1 

99.2 


Vi 


42.7 

( 7 . 1 ) 


62.6 

17.0 


40.4 

11.8 


$ 35.6 


$ 79.6 


$ 52.2 


Net corporate expense includes administrative and general expenses relating to eorporate finance, 

personnel, real estate and construction, legal, and investment functions. 

Sales gains by operating group and by quarter were as follows: 


1984 


1983 


Operating group 


All 

stores 


Com¬ 

parative 

stores 


All 

stores 


Department stores 
Specialty stores 
Total 



16 . 9 % 

12.5 

15.7 



Com¬ 

parative 

stores 

16 . 9 % 
11.6 
15.6 


All 

stores 

4 . 6 % 

3.1 

4.2 


Com¬ 
parative 
stores 



Quarter 


First quarter 
Second quarter 
Third quarter 
Fourth quarter 








« i 



















Assets employed and depreciation and amortization expense by operating group and corporate were: 


* • 

(Dollar amounts in millions) 

1984 

Percent 
of total 

1983 

Percent 
of total 

19b2 

Percent 
of total 

Assets at year end ;v. 

Department stores ^ 

$1,122.8 

57.7% 

$1,018.7 

56.8% 

$ 987.2 

59.3% 

Specialty stores 

561.7 

28.8 

479.6- 

26.8 

413.8 

24.8 

Corporate 

262.7 

13.5 

294.2 

16.4 

264.3 a 

15.9 

Total 

* # 

Depreciation and 

$1,947.2 

100.0% 

$1,792.5 

100.0% 

$1,665.3 

100.0% 

a 1 

amortization . 

- • 

Department stores 

$ 49.8 

68.8% 

$ 45.9 

69.7% 

$ 42.8 

71.9% 

,Specialty stores 

18.9 

26.2 

16.4 

24.9 

13.2 

22.1 

Corporate 

3.6 

5.0 

3.5 

5.4 

3.5 

1 • 

6.0 

Total u -. 

" 'H:. 

$ 72.3 

100.0% 

$ 65.8 

100.0% 

•*. 

$ 59.5 - 

.100.0% 


Corporate includes the corporate office. Information Services and Market Services divisbns, and 
investments in finance subsidiaries. Corporate assets exclude investment in WaldenbooVa in 1983 
and 1982. 


Discontinued Operations In July 1984, the Company sold its Waldenbooks division to K mart Corporation for $295.0 million in 

cash. The transaction resulted in a net of tax gain of $63.0 million. K mart took over operations of 
Waldenbooks effective July 29,1984. ' . ,’ST 

Waldenbooks’ sales for the six months ended July 28,1984 were $196.8 million and for the years ended 
January 28,1984 and January 29,1983 were $417.8 million and $357.1 million. 

Interest Expense and Discount Interest expense and discount, which includes interest expense attributable to the finance subsidiaries (see -■ 

page 32), increased due to higher average short term borrowings and interest rates. 

Components of net interest expense and discount are shown below: 


(In millions) 

1984 

1983 

1982 

Discount on customer receivables sold to the 




\finance subsidiaries 

$ 79.0 

$ 71.9 

$78.1 

Pretax earnings of the finance subsidiaries, before 




noninterest items .. 

(32.0) 

(28.3) 

(30.8) 

Interest expense attributable to the finance subsidiaries 

47.0 

43.6 

47.3 

Interest on long term debt 

38.3 

39.9 

39.4 

Imputed interest on capitalized lease obligations 

12.7 

13.2 

13.9 

Interest on short term debt* 

. 19.8 

i* 

2.1 

5.8 

4 

Discount on customer receivables ; r .old to banks 

13.1 

11.7 

15.0 

• 

• ill* 

Interest income .... 

’ (2.9) 

(2.5) 

(.5) 

Capitalized interest 

(5.6) 

(6.2) 

02.2) 

Interest expense attributable to discontinued operations 

, (5.2) 

(9.5). 

__ (9.5) 

Interest expense and discount, net 

$117.2 

$92.3 

S 99.3 



« • 
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Gains on Sale of 
Joint Venture Interests 




Gd/ns on Retirement 
of Debentures 


Tax Expense 
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* * * l 

In January 1984, the Company sold its joint venture interest in TK« Broadway Plaza real estate develop¬ 
ment in downtown Los Angeles for $ 8.8 million in cash and $ 33.1 million in 12 ! / i % Notes due in January 
1986. The transaction resulted in a gain of $12.8 million. In February 1984, the notes were sold slightly in 
excess of face value and were classified as current at January 28,1984. In 1982, the Company sold a joint 
venture interest in a real estate development, which resulted in a gain of $ 3.8 million. 


Gains on retirement of debentures prior to maturity of $4.2 million ($.06 per share) in 1983, included 
$1.7 million attributable to the finance subsidiaries. The 1982 gain of $8.0 million ($.25 per share) 
resulted from nontaxable exchanges of common stock for debentures. 




Taxes, including those of the finance subsidiaries, are summarized below: 
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{In millions) 

1984 

% * 

1983 

1982 

- ** , • 

’■ l f ' 

I ; 

. . : 

Income taxes 

Currently payable 

Federal 

$ 5.0 

$ (3.4) 

• i i . 

• 

• 

V • * 

0 $(12.8) 

1 :■ 

1 

1 : ‘ . 

| ’l'' 

' r \ .. •: 

State 

% 3.2 

2.1 

• 

(.4) 

* • • 

8.2 

(1.3) 

(13.2) 

mm • 

Deferred 

• • • • 

% • 

1 % 

•••••• if • 

m t 

1 * • M • 

Federal 

.9 

22.5 

21.5 

1 ^ r j- •. . 

• % 

> t ' ,. 

State 

(.6) 

3.0 

3.4 

! n • :• 

i' !':• 

. i •••,*.• •. i 


.3 

25.5 

24.9 !, 

1 * •• 

* • • 

f A ' 

‘ 1 • 

\ -V • 

V • 
i 

Total income taxes 

8.5 

24.2 

11.7 

Property taxes 

25.7 

22.2 

21.8 

f # • , » 

% p 

Payroll taxes 

56.1 

46.2 

41.2 

1 ' 

• 

Other 

’ 3.0 

2.0 

2.2 

• 

1 • 

• 1 r. • 7 

Tax expense .. . 

$93.3 

$94.6 

$ 76.9 

* 

^ 9 • 

> • - - 

Deferred income tax expense results from timing differences in 

* 

* 1 * 

the recognition of revenue and expense 

l =; • 

l 

i • •• • ■ ■ • • 

•; 1 . • . . * 

for tax and financial statement purposes. The sources of these differences and their tax effects 

were: 

1 t • 

* t _ 

\ 

! ; ; . , • . 

(In millions) . y. 

1984 

1983 

1982 

J . * . : :. 

< 

i‘ : 

Deferred gross profit on installment sales 

$ .1 * 

$ (.2) 

$ 4.6 

i ■ 

1 ■ ; - G ■ 

Excess of tax over financial depreciation 

8.2 

11.2 

8.0 ■ 

• V 

• i .. 

Deferred charges 

' 1.6 

3.3 

3.8 

i - ■ • 

* 

4 * * %. 1 •* ' - • • 

Capitalized interest and other real estate costs 

^ A* v ^ 

1.5 

4.1 

6.9 

ic, . ■ - • 

Installment sale of joint venture interest 

(4.3) 

4.3 


t 

*. • • ■ 

Gains on purchases of debentures 

• f 

1.4 

• • 

• • • 

♦ • 

¥ . _ ' * 

• m * • • 

Deferred compensation 

(2.1) 

r(l.l) 

(.0 

■J 

» :. • »• 

Inventory valuation 

0.1) 

(1.2) 

1.3 • 

l • 

i . \ 

• • • 4 

t : ■ 

\ ' .V 

Other, net 

(3.6) 

3.7 

.4 

• 

J . ■ . 

1 

# . ' 

Deferred income tax expense 

m 

$ .3 

$25.5 

$24.9 

» * 

• 

t 

* 

4 • 

t 

y ‘ i 

T 

k 


*7 


i** 
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Receivables and 
Credit Operations 
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Income taxes as a percent of earnings before income taxes differed from the statutory federal income tax 
rate as set forth below: 


(Dollar amounts in millions) 


1984 


Percent of 
pre-tax 
earnings 


1983 


Federal income tax 
at statutory rate 
Investment credit 
State income taxes 
Capital gains benefit 
ESOB Plan credit 
Tender offer costs 
Nontaxable gain on exchange of 
common stock for debentures 
Other, net 


Percentof 
pre-tax 
earnings 


1982 


Percent of 
pre-tax 
earnings 


$16.4 

(4.9) 

1.0 


46.0% 

(13.8) 

2.8 


a 


0 . 2 ) 

(2.3) 


(3.4) 

(6.4) 


$36.6 

( 8 . 8 ) 

2.4 

(5.5) 

0 . 1 ) 


46.0% 

(H.O) 

3.0 

(7.0) 

(1.3) 


$24.0 

( 6 . 0 ) 

1.7 

(2.5) 


46.0% 

( 11 . 6 ) 

3.2 

(4.8) 


(.5) (1.3) 


.6 


.7 


Income taxes 


(3.7) 

0 . 8 ) 


(7.0) 

(3.5) 


$ 8.5 


23.9% 


$24.2 


30.4% 


$11.7 


22.3% 



Accounts receivable at year end were as follows: 

(In millions) 


1984 


1983 



Customer receivables 
Notes and other receivables 


$880.6 

26.9 


$782.0 

54.7 


907.5 


836.7 



Customer receivables sold to finance subsidiaries (less $62.3 and $61.6 
^ withheld pending collection and settlement of discount) 

Customer receivables sold to banks (less $12.8 and $7.9 withheld 
pending collection and settlement of discount) 

Allowance for doubtful accounts 


// 


561.0 


554.7 


207.8 

13.2 


114.2 

11.5 




782.0 


680.4 


Accounts receivable, net 


$125.5 


$156.j 


The Company sells without recourse $122.1 million of customer accounts receivable to a bank under a 
sales agreement which provides for the Company to maintain approximately the same level of outstanding 
receivables sold by making additional sales on a monthly basis. The Company may cease selling additional 
accounts receivable under this agreement on appropriate notice. On February 1,1985, the Company 
sold, on a one-time basis, without recourse, an additional $98.5 million of certain customer accounts re¬ 
ceivable to another bank. Both agreements provide for the Company to continue to service the accounts 
receivable sold. 

Customer receivables arise under credit plans provided by the Company at all divisions except 
Contempo Casuals, which accepts only third party credit cards. Credit sales under credit plans were 61 4 
percent of sales in 1984,60.4 percent in 1983 and 59.9 percent in 1982, excluding sales of Contempo ‘ 
Casuals. Uncollcctable account losses, net of recoveries, were 1.2 percent of credit sales in 1984 1 7 
percent in 1983, and 1.8 percent in 1982. * 

Finance charge income on credit plans provided by the Company was $109.5 million in 1984 

S921 million in 1983, and $93.8 million in 1982 and is included in selling, general, and administra- 
live expenses. 
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lbsidiary exceeded the tax basis by $10. 9 million. ------—-- 

tj^^jj^j^mlionsare conducted mainly in leaseXpropertieswhichirKdueb^mlsM^^amhouses,^ 

ffices, and olke, facilities. Leases am Sene* for 1 *™*“ Si lo f,linen yea,.. 

.'££• SVen“. learns provide for additional lenlals based on sales 

n excess of predetermined levels. 

Rent expense for each year was as follows: igQ4 198 3 _1982 

In millions)___—-“—I T7T ^ 7 ^~, c m 


linimum rent 

ent based on sales _ 

otal rent expense 

i) 

uture minimum lease payments are as follows: 


54.7 

8.4 

63.1 


49.4 

5.8 

55.2 


$ 43.3 

_4J 

$ 47.6 


n millions) _ ^ _ _ _ 

985 

986 

987 

988 

989 

fhereafter ___ 

rotal future minimum lease obligations 

Present value, including $6.1 current portion of 
capital lease obligations 


Capital 

leases 

187 

18.1 

17.5 

17.4 

17.4 

230.9 

, 319.8 


Operating 

leases 

$ 51.4 

51.8 
50.5 
50.4 
50.1 
1,013.6 

$1,267.8 


158.1 


$ 336.3 


SI 

dlTclTanSa^^ 

Dn of the lease. 
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Property and equipment at year end were as follows: 
(In millions) 


Land 

Buildings and improvements 
Leasehold improvements 
Fixtures and equipment 
Construction in progress 

Leased properly under capital leases, primarily buildings 


1984 


1983 


$ 


62.4 

270.1 
163.0 
548.7 

32.2 

223.1 


$ 


56.1 
256.7 
137.9 
518.0 

24.1 
224.6 


Less accumulated depreciation and amortization 
Owned property 

Leased property under capital leases 


1,299.5 


1,217.4 


377.1 

98.8 



328.4 

93.4 


Property and equipment, net 


475.9 



421.8 


$ 823.6 


$ 795.6 




1982 which have been included m selling, general, and administrative expenses. Gains on the disposition 
of surplus real estate and facilities were offset by related disposition, relocation, and duplicate Jpem,mg 


m 


Capital expenditures during the year were as follows: 


(In millions) 


Department 

Qtnrno 


Specialty 



1984 

New stores 

Store modernization 

Support facilities and equipment 


Corporate 


$35.2 

23.1 

5.7 


$12.7 

21.9 

6.3 


Total 


$ 2.4 


$ 47.9 
45.0 
14.4 


$64.0 


1983 

New stores 

Store modernization 

Support facilities and equipment 


$40.9 


$ 2.4 


$107.3 


$17.3 

19.4 

4.4 


$24.2 

19.4 

.6 


Total 


$ 4.8 


$ 41.5 
38.8 
9.8 


$41.1 


1982 

New stores 
Store modernization 
Support facilities and equipment 


$44.2 


$ 4.8 


$ 90.1 


$17.6 

21.5 

4.6 


$60.9 

16.6 

1.8 


Total 


$ 6.5 


$43.7 


$ 78.5 
38.1 
12.9 


$79.3 


$ 6.5 


nxmr^i'nT 5 ^ " eW fcf iPClU j e aCquisilion costs ofland - Gildings and improvements, and related 
fixtures and equipment. Store modernization expenditures include renovating, expanding and 
equipping existing stores. Snnnnrf fanilil'Vc _i_. 6 


$129.5 
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Contingencies 


Ban* Crectit Arrdngemcnfs 


Long term debt at year end was: 

(In millions) 


Senior debt 

5 ‘A- 8 3 /4 percent Notes due 1986-2008 

9 - 9.95 percent Notes due 1986-2010 

11 Vi- 1 2Vz percent Notes due 1986 

13.45 percent Note due 1999 (rate renegotiable in 1991) 

91 / 3 - 9,45 percent Sinking Fund Debentures due 1988-2008 

11% percent Sinking Fund Debentures due 1991-2010 

Other 



1984 



$ 44.9 

55.2 

86.3 
50.0 
75.0 
75.0 

3.3 


389.7 


7.0 
$396.7 


1983 


$ 51.6 
56.4 
90.0 

75.0 

75.0 

3.3 


351.3 


7 A 

$358.3 


4 % percent Convertible Subordinated Debentures due 1987, convertible 
into common sto ck at $41.50 per share 

Long term debt 

Principal maturities of long term debt payable over the next five years are ^' illion 

$10.5 million, $4.2 million, and $5.6 million. Long term debt at February 2,1985 mcludes $144.2 million 

secured by property carried at $150.7 million. _-— - 

The Company is a party to litigation relating to the offer by The Limited, Inc. to purchase shares of the 
Company's common stock. To date the Company has been successful ini defending .ts act.ons and, in the 

upon the Company’s financial position or results of operations. In addition the Company is a defendan 
certain other legal actions. In the opinion of management, the disposition of these actions also will o 
have a material adverse effect upon the Company’s financial position or results of operations. - 

In October 1984, the Company and Credit Corp. entered into a Credit Agreement which replaced the 
existing revolving credit agreements. The Credit Agreement provides $500.0 million of loan 
commitments under either or a combination of two credit facilities available p.ntly to Je Company and 

commitments which may be extended for successive periods of one year. Upon termination ot the f acility 
B revolving loan commitments, any Facility B revolving loans then outstanding may be converted into 
seven-year term loan. A commitment fee is payable on the unused portion. At February 2,1985, no 

amounts were borrowed under the Credit Agreement. D rtrmu .s nos 

The Company and Credit Corp. also share $180.0 million of unsecured lines of credit. Bot rowmgs 

under these lines are at prime rates of interest or lower with a commitment fee payable on any unused 
portion At February 2,1985, $96.8 million of these lines were available for additional borrowings. 
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Retirement <md 
Profit Sharing Plans 


The Company has several qualified noncontributory pension plans covering substantially all employees. 

An analysis of accumulated pension benefits and plan net assets, based on the latest available actuarial 
information prepared as of December 31,1984 and 1983 is as follows: 

, 1984 1983 

(In millions) _ . _____—- 

Actuarial present value of accumulated plan benefits: 

Vested * $ 123 - 7 * 10, -° 

Nonvested ____— 


Net assets available for plan benefits 


$123.7 
_9£ 

$132.7 

$ 112.6 


$ 101.0 

_78 

$108.8 
$ 93.1 


The assumed rate of return used in determining the actuarial present value of accumulated plan benefits 

was 9 0 percent in 1984 and 1983. ' . 

The actuariallv computed pension expense for the qualified plans, using an interest rate assumption of 

9.0 percent in 1984 and 8.5 percent in 1983 and 1982, was $7.5 million in 1984, $9.4 million in 1983, and 

$9.8 million in 1982. The effect of the change in interest rate assumption was to reduce pension expense 

by $1.0 million. The Company’s contribution policy resulted in contributions exceeding the amount 

expensed by $10.7 million in 1984 and $12.0 million in 1983. The additional contributions were made 

shortly after the end of each fiscal year and are reflected in the 1984 and 1983 net assets available for plan 

benefits. The Company’s contribution policy is based on its program, begun in 1983 and expected to be 

completed in 1986, to increase net assets available for plan benefits to equal the actuarial present value of 

accumulated plan benefits. Pension contributions in excess of pension expense are being amortized to 

pension expense over the remaining actuarial amortization period. 

ji The Company also has unfunded nonqualified pension plans for certain employees for which $3.5 
million was charged to expense in 1984, $2.1 million in 1983, and $1.6 million in 1982. The actuarial 
/; present value of accumulated benefits for these plans was $26.6 million at February 2,1985, of which 
. $14.1 million was vested, and $16.0 million at January 28,1984, of which $10.2 million was vested. The 
value of book reserves for these plans was $7.7 million at February 2,1985 and $6.1 million at January 28, 

1984. . _ , . 

A contributory Profit Sharing Plan is available to substantially all domestic employees who have 

completed one year of service. The Company encourages employees to participate by allocating 3.0 

percent of the Company’s pretax earnings, as defined, to employees who participate in the Plan. Employee 

and Company contributions are used to buy shares of the Company’s common stock at prevailing market 

prices. At February 2,1985, the Plan held 6.3 million shares, representing 33 percent of the Company’s 

common stock outstanding. The Company’s contribution to the Plan was $1.4 million in 1984, $2.7 

million in 1983, and $1.8 million in 1982. 

In 1983. the Company adopted a payroll-based employee stock ownership benefit plan (ESOB Plan) 
covering substantially all employees eligible under the retirement and profit sharing plans. The Plan is 
noncontributory and all eligible employees are fully vested for their share of the Companys’ annual 
contribution which was $2.3 million in 1984 and $2.1 million in 1983. The Company receives a direct 
income tax credit for the amount of its contribution which is equal to Vi% of the payroll of eligible 

employees. 

The Company also paid social security taxes of $44.5 million in 1984, $37.5 million in 1983, and $32.8 
million in 1982, most of which may be regarded as an additional retirement benefit cost; 
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Employee Stock Option Plans 


Carter Hawley Hale 
Finance Subsidiaries 


The Company’s stock option plans provide that key employees may be granted options to purchase the 
common stock of the Company at not less than the market price on the date of grant. Options may be 
exercised over a ten-year period beginning one year from the date of grant. At February 2,1985, options 
for 1,514,917 shares were outstanding at prices ranging from $13.25 to $28.75 of which options for 
814,851 shares were exercisable, including outstanding options for 549,850 shares with stock appreciation 
rights attached, of which 316,374 were exercisable, At January 28,1984, options for 1,517,088 shares were 
outstanding. 

.. ■■■■■■■ . .11 ■ .MM . II .. ■■ P ■■■— . . I ■■■!■ ■ ■ ■■■ . . . . . 

The Company finances customer accounts receivable through its unconsolidated finance subsidiaries, 
Credit Corp., CHH Finance Corp., and Career l lawley Male Overseas Finance N.V. In addition to 
capital invested by the Company and accmr/ulated earnings, the finance subsidiaries finance the purchase 
of customer accounts receivable through baulk borrowings and debt issuances. The finance subsidiaries 
purchase the receivables at discounts sufficient to cover their fixed charges, principally interest expense, at 
least one and one-half times. Net earnings of the finance subsidiaries were $16.5 million in 1984, $15.3 
million in 1983, and $15.9 million in 1982. During 1984, dividends totaling $30.0 million were paid to the 
Company by the finance subsidiaries. The combined balance sheet of the finance subsidiaries, which 
reflects the elimination of all intercompany items, is presented below: 



February 2, 

January 28, 

(In millions) 

1985 

1984 

Assets 



Customer accounts purchased from Carter Hawley Hale Stores, Inc., 



less 10 percent withheld pending collection and settlement of discount 

$561.0 

$554.7 

Cash and other assets 

1.4 

2.5 


$562.4 

$557.2 

Liabilities and Imestment of Carter Hawley Hale Stores , Inc. 



Notes payable 

$ 50.0 

$ 14.0 

Accrued liabilities 

10.4 

11.4 

8.45 percent Notes due 1985-1997 

25.0 

25.0 

9.75 percent Notes due 1986 

50.0 

50.0 

11.75-12.00 percent Notes due 1985-1988 

263.0 

263.0 

10.60-11.25 percent Capital Notes due 1985 

13.1 

28.4 

8.95 percent Subordinated Notes due 1985-1991 

7.0 

8.0 

Investment of Carter Hawley Hale Stores, Inc. (including $54.9 and 



$68.4 of accumulated earnings) 

143.9 

157.4 


$562.4 

$557.2 
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Redeemable Preferred Stock 


Nonredeemable Preferred 
Stock, Common Stock, and 
Other Shareholders' Equity 



In April 1984, the Company sold one million shares of a new series of Cumulative Preferred Stock, $5 par 
value (Stock) to General Cinema Corporation for an aggregate purchase price of $300.0 million. The 
Stock provides for cumulative annual dividends, carried an initial 13% dividend rate, which was reduced 
to 10% in August 1984, and entitles the holder to 11.11 votes for each share held. The Stock is currently 
convertible at the holders option into 12,227,004 shares of common stock of the Company at a rate 
determined by dividing the redemption value by the conversion price, as defined. The current conversion 
price of $24,536 is subject to change upon issuance or sale of common stock at less than the market value 
or the current conversion price. At February 2,1985, the common stock market price was $26,625. 

The Stock has a $300 per share redemption value and is redeemable, at the Company’s option, in 
whole or in part, beginning April 15,1989 with a premium decreasing from five to one percent of the 
redemption value payable on each redemption during the period April 15,1989 through April 14,1994. 
The Company is required on an annual basis, commencing in April 1990, to redeem 20% of the Stock 
then outstanding. 

At February 2,1985, five million shares of preferred stock have been authorized. 

In April 1984, the Company purchased on the open market 17,952,700 shares of its common stock for 
$478.6 million, including related costs. 

At February 2,1985, authorized common stock consisted of 60 million shares, $5 par value, of which 
12,395,797 shares have been reserved for issuance upon conversion of outstanding convertible securities, 
1,620,079 shares have been reserved under the employee stock option plans, 1,990,870 shares have been 
reserved for purchase by the Profit Sharing Plan, and 1,232,325 shares have been reserved for issuance 
under the Dividend Reinvestment and Stock Purchase Plan. 

In July 1984, the Company redeemed the remaining 127,566 shares outstanding of its $2 Convertible 
Preferred Stock at $45 per share. Prior to redemption by the Company, each share was convertible into 
1.6875 shares of common stock. During 1984,582,070 shares were converted, compared with 102,253 
shares in 1983 and 90,031 shares in 1982. 

Certain of the Company’s debt agreements restrict the amount of accumulated earnings that may be 
distributed in dividends. At February 2,1985, under the most restrictive of these covenants, $875 million 
of accumulated earnings were available for the payment of dividends. 


Dividends 




Cash dividends per share of common stock were $1.22 in each of the last three years ($.305 each quarter) 
and totaled $23.0 million, $42.0 million, and $37.8 million. Total dividends on common stock were 25.7 
percent of net earnings in 1984, compared with 62.2 percent in 1983 and 77.1 percent in 1982. Excluding 
dividends reinvested in common stock of $7.0 million in 1984, $12.8 million in 1983, and $11.6 million in 
i\^ 1982, dividends on common stock were 17.9 percent of net earnings in 1984, compared with 43.3 percent 
~i\ in 1983 and 53.5 percent in 1982. The Company has paid cash dividends on its common stock in each of 
ff the past 43 years. 

Cash dividends on nonredeemable preferred stock were $.58 per share in 1984, through the date of 
redemption, and were $2.00 per share in 1983 and 1982 ($.50 each full quarter). Cash dividends totaled 
$.1 million in 19S4, $1.5 million in 1983, and $1.7 million in 1982. 

Cash dividends on redeemable preferred stock were $27.0 million iu 1984. 


Dividend Reinvestment The Dividend Reinvestment and Stock Purchase Plan allows holders of common stock to elect to have 

and Stock Purchase Plan their quarterly dividends reinvested in shares of the Company’s common stock. The Plan also enables 

participants to make direct cash purchases of common stock at the market price. 

Under the Plan, 155,555 shares were issued in 1984, compared with 275,996 shares in 1983 and 
385,197 shares in I9S2. At February 2,1985,1,857 common shareholders representing 2,057,935 total 
t] shares were participating in the Plan. 
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The Company’s 1984 financial statements reflect the translation of the financial data of Holt Renfrew from 
Canadian to U.S. dollars pursuant to Financial Accounting Standards Board Statement No. 52, 

“Foreign Currency Translation” Additionally, sales, cost of goods sold, and selling, general, and adminis¬ 
trative expenses for 1983 and 1982 have been restated for comparative purposes. The effect on net income 
for each year was not material. The cumulative translation adjustment reflected in accumulated earnings 

was $4.7 million at February 2,19S5._____ 

Increased levels of inflation during the past decade have had a significant impact on the U.S. economy. 
Inflation has led to greater price resistance on the part of consumers, particularly for those goods and 
services that have experienced the highest rates of price increases. The merchandise sold by general 
merchandise retailers has been subject to less price inflation than most of the goods and services measured 
by the Consumer Price Index, and, therefore, it is believed that the Company and similar retailers have * 
encountered less resistance to increased prices than many other sectors of the economy. In addition, the 
Company has directed its merchandising efforts toward customers whose income levels provide theni^^ 
larger amounts of discretionary spending, and it is believed that their spending patterns are less affected by 

inflation. , , 

Steps have also been taken to limit the effect of inflation on the Company s operating expenses by 

staffing more effectively, reducing energy consumption, managing working capital more effectively, and 

giving increased attention to cost control and efficiency. Also, the Company has accelerated its efforts to 

improve productivity, particularly through greater use of data processing systems, including electronic 

point-of-sale devices, which have been installed in almost all stores. The Company is well protected 

against inflation in rentals of existing stores, since leases, other than for Contempo Casuals stores, 

generally are at fixed rates for terms of up to 30 years with renewal options for substantial periods. 

The rate of inflation has declined substantially in the last three years, and favorable effects^ operating 

expenses and interest rates have become evident. In addition, improvement in the Company s rate of sales 

growth during 1984,1983, and the latter part of 1982 is believed to be due in part to the growth in 

consumer real incomes that has resulted from lower rates of inflation during that period. 

Financial Accounting Standards Board Statement No. 33, “Financial Reporting and Changing 

Prices,” requires that the effects of inflation on the Company be measured and disclosed by adjustment of 

the historical financial information for those items that are most affected by changing prices (i.e., 

inventories, property and equipment, cost of goods sold, and depreciation and amortization). Due to the 

complexities of measuring the effects of inflation, these disclosures are considered to be experimental in 

nature and should be viewed only as an attempt to estimate the approximate effects of inflation on the 

Company and not as a precise measurement. 

The following financial information has been adjusted to reflect the current cost of purchasing or 
replacing certain assets used in operations. Inventory has been adjusted to the FIFO method of inventory 
valuation which approximates current cost. Inflation adjustments for property and equipment have been 
approximated by using current construction cost estimates, published building industry cost indices, and 
actual costs of recently completed stores and improvements. Depreciation and amortization expense 
inflation adjustment has been computed on the basis of historical depreciation methods and lives applied 
to inflation adjusted costs of property and equipment. Cost of goods sold inflation adjustment is not 
required since the LIFO method of inventory valuation used in the historical financial statements 

approximates current costs. ■ T , 

The Statement does not permit adjustments to income tax expense for the effects of inflation. I he 

effective tax rate of 24 percent becomes 224 percent when adjusted for the effects of inflation, indicating 

the significant hidden impact of inflation on income taxes and emphasizing the need for taxation policies 

■\ that give recognition to the effects of inflation. ^ 
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(In millions, except per share data) 


Earnings from continuing operations before income taxes, as reported 
Depreciation and amortization adjustment 


$ 35.6 
(31.8) 


Earnings from continuing operations before income taxes, adjusted for inflation 
Income taxes 


3.8 

8.5 


Net loss from continuing operations adjusted for inflation 


$ (4.7) 


Earnings (loss) per share from continuing operations adjusted for inflation 


$ (1.40) 


The preceding table indicates that the effects of inflation when calculated as prescribed by the 
Statement may have had a negative impact on earnings. However, inflation also affects monetary assets, 
such as cash or receivables, and liabilities to others. The following table shows the effects of inflation 

including the purchasing power gain from net monetary liabilities: 


(In millions, except per share data) 


Net loss from continuing operations, as above 
Purchasing power gain from net monetary liabilities 


$ (4.7) 
30.8 


Net earnings from continuing operations adjusted for inflation 
and purchasing power gain from net monetary liabilities 


$ 26.1 


#• 

Earnings (loss) per share from continuing operations adjusted for inflation 


and purchasing power gain from net monetary liabilities 


/ 


s/ 


$ (.04) 


Decrease for the year in current cost of inventories and 
property and equipment * <- 
General inflation effect on change in current cost 




$ (38.5) 
70.8 


Decrease in current cost net of general inflation 


$(109.3) 


* At February 2,1985, current cost of inventories was $748.9 million and current cost of net property 
and equipment was $1,243.3 million. 


(In millions, except per share and Consumer Price Index data) 1984 

1983 

1982 

1981 

1980 

Net sales using 






CPI-U 

$3,724.3 

$3,232.2 

$2,787.2 

$2,828.4 

$2,898.3 

BLS index 

3,724.3 

3,148.8 

2,702.0 

2,707.1 

2,662.8 

Historical cost information adjusted for inflation 



Net earnings (loss) from continuing operations 
Earnings (loss) per share Ifrom continuing 

(4.7) 

19.7 

7.9 

9.9 

25.3 

operations 

(1.40) 

.53 

.19 

.27 

.81 

Net assets at year end 

1,088.1, 

1,343.1 

1,342.5 

1,254.8 

1,325.0 

Other information 


( 

Purchasing power gain from net 





/ 

monetary liabilities 

30.8 

34.1 

29.2 

62.6 

78.2 

Excess of increase in general price level over 






increase in current cost 

109.3 

90.2 

(43.5) 

110.3 

53.2 

Cash dividends per common share 

1.22 

1.27 

1.31 

1.39 

1.45 

Market price per common share at year end 

1 26 l A 

22V* 

17 

16Vs 

24% 

Average Consumer Price Index 

312.0 

299.4 

290.0 

274.2 

249.1 
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Company Import on 
Responsibility for 
Financial Statements 







Report of 

Independent Accountants 



The integrity and objectivity of the financial statements, including estimates and judgments inherent in 
the preparation ol financial information and the selection of appropriate accounting principles, are the 
responsibilities of the Company, as is all other information included in this Annual Report. 

The Company maintains a system of internal accounting controls, supported by documentation, to 

provide reasonable assurance that assets arc safeguarded and that the books and records reflect the 

authorized transactions of the Company. Limitations exist in any system of internal accounting controls 

based upon the recognition that the cost of the system should not exceed the benefits derived. The 

Company believes its system of internal accounting controls, augmented by its internal auditing function, 

appropriately balances the cost/benefit relationship. The system provides for the prevention or detection of 

material errors and has been implemented and supported by written policies and guidelines, the internal 

audit function, a division of responsibility in organizational arrangements, and the selection and training 
of qualified personnel. 

I he financial statements have been examined by our independent accountants in accordance with 
generally accepted auditing standards in order that they might render their independent professional 
opinion, which is presented below. To express their opinion, independent accountants develop and 
maintain an understanding of the accounting and financial systems and controls, conduct tests, and 
employ such related audit procedures as they consider necessary. 

The Audit Committee of the Board of Directors, composed solely of outside directors, meets 
periodically with the independent accountants, management, and internal auditors to discuss accounting 
principles, financial and accounting controls, the scope of the annual audit, internal audit, and other 
matters. Management s selection of independent accountants is reviewed by this committee and the 
independent accountants and the internal auditors have complete access to it, without management 
present, to discuss results of their audit and their opinions on adequacy of internal controls, quality of 
financial reporting, and any other matters of interest. 



I 


To the Directors and Shareholders of 
Carter Hawley Hale Stores, Inc. 



atcrlKmsc 


400 South Hope Street 
Los Angeles, California 90071 
March 29,1985 




_ 

In our opinion, the accompanying consolidated balance sheet and related consolidated statements of 
earnings, changes in financial position and nonredeemable preferred stock, common stock and other 
shareholders' equity present fairly the financial position of Carter Hawley Hale Stores, Inc. and its 
consolidated subsidiaries at February 2,1985 and January 28,1984, and the results of their operations and 
the changes in their financial position for each of the three fiscal years in the period ended February 2, 

1985, in conformity with generally accepted accounting principles consistently applied. Our examinations 
of these statements were made in accordance with generally .accepted auditing standards and accord¬ 
ingly included such tests of the accounting records and such other auditing procedures as we considered 
necessary in the circumstances. 
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Quarterly Information (Unaudited) 


Carter Hawley Hale Stores, Inc. 


(In millions, except pe r share data) 

1984 

Sales 

Cost of goods sold, including occupancy and 
buying costs 

Selling, general, and administrative expenses 
Interest expense and discount, net 
Pretax earnings from continuing operations 
before nonoperating expense 
Nonoperating expense 
Pretax earnings from continuing operations 
Income taxes 

Earnings from continuing operations 
Discontinued operations, net of tax 
Earnings (loss) from operations 
Gain on sale 


First 

quarter 


Second 

quarter 


Spring 


Third 

quarter 


Fourth 

quarter 


Fall 


Year 


- /S744.5 

// 

.'J . . 

$789.9 

$1,534.4 

$874.7 

$1,315.2 

$2,189.9 

$3,724.3 

[r . 

532.4 

605.7 

1,138.1 

619.6 

944.4 

1,564.0 

•V. . • . • ’ 

• % 

2,702.1 

177.8 

180.7 

358.5 

210.9 

292.9 

503.8 

862.3 

23.3 

32.0 

55.3 

29.9 

32.0 

61.9 

117.2 

• 4 

. # '' * % 

11.0 

(28.5) 

(17.5) 

14.3 

45.9 

60.2 

% 

42.7 


(7.1) 

(7.1) 



0 1 | • 

_ • 4 

(7.1) 

li.o 

(35.6) 

(24.6) 

14.3 

45.9 

60.2 

35.6 

3.7 

(13.8) 

(10.1) 

5.3 

13.3 

18.6 

8.5 

7.3 

(21.8) 

(14.5) 

9.0 

32.6 

41.6 

27.1 


(1.7) 
63.1 


Net earnings 

$ 8.5 $ 39.6 $_ 

48.1 

$ 9.0 $_ 

32.6 $ 41.6 $ 89.7 

Primary earnings per share 

Continuing operations before nonoperating expense 
Nonoperating expense 

$ .17 $(1.61) $ 

(.05) 

(.94) 

(.04) 

$ .05 $ 

• • • * *4 

1.29 $ 1.35 $ .05 

(.05 


.17 (1.66) 

A 4 / Ar\\ 

(.98) 

.05 

V . 

1.29 1.35 


Gain on sale 


$ .05 $ 1.29 $ 1.35 $ 2.75 


Fully diluted earnings per share 

Continuing operations before nonoperating expense 
Nonoperating expense 


$ (. 66 ) 
(.03) 


(.69) 

(.05) 

2.00 


1.03 


.31 


Discontinued operations 
Gain on sale 


1.31 $ 2.72 


Fully diluted earnings per share are anti-dilutive and are not shown. 


rl 














n 




« 4 ... * *- 


.v ‘ 4 * . . 4 — 


*-\X 


<#• 


rV-’ / ' 




. . W.-.v - 


*r >>: 


'J * r 

* ' ?V* 










V.V !.v,\ vr• *•' >; A? 

»•••*- • •• » s -/ • '■ •-•*•• 


: ; -i • 

‘ -Vv.-Vr 


•v• *\ 

• *-v 


- • z- *v\i 

• 7 ' - %' • ■ . r- 


. • . 4 *» *♦ .••»•• *• 


... * fc • * - • -s<r %• .f 


*" -• : t , 




.*. = 


, *rV • .-*• 1 • 

.♦ -V* - •' 






. 4 . . a ; '. 


• ». - v. ‘ * 

Kp^r4 

JUv-'-.v 

. ■ •» - • • ,W V * 

v * * * r ■ “ x ** «; H 

I 


i . 


1 •' ' 




♦ . >• • < ' - 


• - / ’M •• 


y x 




i . *. • *r' ^ 4 •* • 

•*4| * •• • • ,4 -4 • 


;* ^ »• -4 


:^r:.V 
v <vV\* 


.*, i\. 
r . . i « . — * 4 


« :* 








■/ii :» 


:«- «.’•-•• -i. 




i/ * 


•% • 4 . 4 • % ./ 4 


r-' 1 ''IjfcT ’ 

;: ?; .;** ;v.; 


■.*•< •••::. '•*. * 
*• . *V Of 


. - k V . i 

4 •* '• I 444* V 

s. r.i,V. - * 

t.*,* ■ •> * • , % f 

.• r v.v 




;t -* 


* \ - 


r-4.iv '• 

'• s ^::/vr^;vv-,•:••'• 

. *4 •* JV % *• • •’>* 

• • *••/: '-Vf-J- ••■'• r/ :*••..■».•. 

, . « •» :*,• ■ ’ i. > .• * - 

• : .'U'"*" .* 

• : v • 

•* ^ * • '• • •• • ' *• • ^ • 

■■I* •• H* •» . • • '• : • 

: • \ ,!• .J- ■. • ,J . ,, r , v 




i. /» 


a, ■ 


\ t , • \ * « 

4 V • * . - S 


%"k *! • • .> • • 

• . l +. . 

iiV: 3!*! 

• *•, ^ \ 'J r . •/ • . / . 4 % 

• ». I 4 4 I*. " 


r** • j • 


• . r ^ 4 I . . 4 . * * . . • /4 

. •• • * ’*» « ^ •• » 0 f •• ! >- 

- ,.m.% *• W* m + 

: - • •; 

• ■ * t f/. 7 \ t » *•.' • ,-r 

’ i w* * i '.Y£V 4 . 


. -t. • , 

u ». •- .* ' 

. .t.. 'i/.iV*.; 

• • 4 r • » , • ' > 

■■■«: »•*:'' 

'. ...' .* ,v 


v 4 ^ *• ^ •• » * •% • 4 •* * • •• ••!» .« • . • . • • • f 

v.•?; v'i ••f 1 v 17 

v j /,c . • . / 

• * * 4 . •« . * * 4 • / * . v > • r ** 4 - . ,* • 7 ' > • 4 «• • 

,£:•;'»y * *; r< .■ .■ • V.. ? ' . / ■ : 

» ♦ . • ^.,Vi • . f .1 i_ . . . ,4 ,* 4 * • . . , • * • ^ • •• 

• • 9 + • ft • t . - • • • f • */4. C *4- . J V " «"4«.v# . » *4 **. . . ; •* 

-, i• % # r v«:i. -W/. % f , . , >.v:i:. / • ■ 

•*4? * •*4-**f%"l —' •.’* •. .* # 

• • .ii y \'-y .V. ■■••>•.:.-i ■.■.#•. * r*.” 

• ; U... . -4 •* . - • • •» ..... ■ , ■ • ■ • • , ■ 

'• ‘ii-... *■.•;' .- *1.".' ’•'..,’• * • «:•. •; .. 

•. . . • . ■. 

? « / • **' T* 4 .' *%> -* • : * • i 1 '* 4 9 9 ft, . m ' •% 

• r • • • ■ 4 * *> . : •• . » a■ ... . . 4 . .. %. ^ 

• . f ^ •• • • • T' ' ■<* v' - ' • • •• 9 • •• •• • 4 *•• * • * 4 • (S . 

_ i*4*1 4 / • 


.. w ;iJ 

* 4 * 4 -/.. •+ * 


i-, r ^ '*■ 


/' • ; 

4 < 


> 


.« s •, 49 * 


Cv; 


ri 


> - 4 . 


4 * # 4 


• • • *. 

i . . f . 


1 / * # 


*••..•.* V *!*•■■* 4 , . 1 * 

• 

•4». « 

X • ' .• 4 \o . 

• '•. •• 


.-.•J' 


(In millions, except pe r share data) 

1m . ■■ , .; . •,••. ~~ 

Sales •■•"; 

Cost of goods sold, including occupancy and 
buying costs 

Selling, general, and administrative expenses 
Interest expense and discount, net 
Pretax earnings from continuing operations 
before nonoperating income 
Nonoperating income 
Pretax earnings from continuing operations 
Income taxes 

Earnings from continuing operations 
Earnings from discontinued operations, net of tax 

Net earnings 

* * ' y 

Primary earnings per share 

Continuing operations before nonoperating income 
Nonoperating income __ 

. % 

Discontinued operations 


Fully diluted earnings per share 

Continuing operations before nonoperating income 
Nonoperating income 


First 

quarter 


431.3 

147.3 
23.2 

7.1 

7.1 

2.1 
5.0 
1.2 


.14 

.04 


Second 

quarter Spring 


Third 

quarter 


Fourth 

quarter 


Fall 


Year 


$ 608.9 $ 654.8 $ 1 , 263.7 $ 732.1 $ 1 , 105.9 $ 1 , 838.0 $ 3 , 101.7 


474.5 

149.3 

23.3 

7.7 

7.7 

3.6 

4.1 

.6 


.11 

.02 


905.8 

296.6 

46.5 

14.8 

14.8 

5.7 
V 9.1 

1.8 


$ 6.2 $ 4.7 $ 10.9 


$ .14 $ .11 $ .25 


.25 

.06 


$ .18 $ .13 $ .31 


$ .15 $ .11 $ .26 


520.8 

182.6 


5.9 

1.4 

7.3 

2.2 

5.1 

.6 


.11 $ 
.02 

.13 

.02 


.11 $ 
.02 


813.8 1 , 334.6 2 , 240.4 

227.2 409.8 706.4 

23.0 45.8 92.3 


41.9 

15.6 

57.5 

16.3 

41.2 

9.7 


47.8 
17.0 

64.8 
18.5 

46.3 

10.3 


5.7 $ 50.9 $ 56.6 


.89 $ 
.30 

1.19 

.28 


1.00 $ 

.32 

1.32 

.30 


.89 $ 
.28 


1.00 $ 

.30 


62.6 

17.0 

79.6 

24.2 

55.4 

12.1 

67.5 


1.26 

.31 

1.57 

.36 


.15 $ 1.47 $ 1.62 $ 1.93 


1.26 

.30 
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.03 


.11 
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.26 
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$ .18 $ .13 $ .31 
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(In millions, except per share data) 

7952 

Sales 

Cost of goods sold, including occupancy and 
buying costs 

Selling, general, and administrative expenses 
Interest expense and discount, net 
Pretax earnings from continuing operations before 
•nonoperating income 
Nonoperating income 
Pretax earnings from continuing operations 
Income taxes 

Earnings from continuing operations 
Earnings from discontinued operations, net of tax 

Net earnings 

Primary earnings per share 

g • 

Continuing operations before nonoperating income 
Nonoperating income 


Discontinued operations 


* • - 
■ I-: 


First 

quarter 


Second 

quarter 


Spring 


Third 

quarter 


Fourth 

quarter 


FaU 


Year 


$541.9 $549.3 $1,091.2 $603.0 $ 896.4 $1,499.4 $2,590.6 


381.6 

130.7 
25.7 

3.9 
2.7 
6.6 
1.6 
5.0 
_3 

; 5.3 


1.7 $ 7.0 


2.1 655.2 1,077.3 1,851.6 

4.3 185.4 339.7 599.5 

3.3 22.5 45.8 99.2 

3.3 33.3 36.6 40.3 

3.9 V:; 2.9 6.8 11.9 

7.2 ^ 36.2 43.4 52.2 

2.3 7.6 9.9 11.7 

4.9 28.6 33.5 40.5 

(.2) 8.7 8.5 8.5 

4.7 $ 37.3 $ 42.0 $ ' 49.0 


392.7 

774.3 

422.1 

655.2 

1,077.3 

129.1 

259.8 

154.3 

185.4 

339.7 

27.7 

53.4 

23.3 

.22.5 

45.8 

(.2) 

3.7 

3.3 

33.3 

36.6 

2.4 

5.1 

3.9 

; 2.9 

6.8 

2.2 

8.8 

7.2 ?;■ 

36.2 

./■ 43.4 

.2 

1.8 

2.3 

7.6 

9.9 

2.0 

7.0 

4.9 

28.6 

33.5 

(.3) 


(.2) 

8.7. 

8.5 


$ .07 
.09 


(.03) $ 
.08 


.04 

.17 


$ .07 $ 
.08 


.82 $ 
.09 



.89 $ 
.17 


06 

28 


Discontinued operations 


$ .17 


15 

.89 1 

01 ) 

.27 


.04 

.26 


.93 

.34 


1.27 

.28 


• 

Fully diluted earnings per share 

$ .17 

$ .04 $ 

.21 $ .14 $ 

1.20 $ 

1.34 $ 

1,55 : 1 

Continuing operations before nonoperating income 

$ .08 

$ $ 

$ .07 $ 

.80 $ 

.87 $ 

.94 

Nonoperating income 

.08 


.08 

.09 „ 

.17 

.33 | 


. ' 


1.27 

.26 


.14 $ 1.16 $ 1.30 $ 1.53 


y.\u 


• H -I. 


o:y. 








Rilly diluted earnings per share are anti-dilutive and are not shown. 
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For the year 


Per common share 


At year end 


(Dollar amounts in thousands, except per share data) 

Sales 

Percent increase from prior year 

Cost of goods sold, including occupancy and buying costs 

• • • • 

Selling, general, and administrative expenses 
Earnings from continuing operations before interest 
expense, nonoperating income, and income taxes 
Net interest expense and discount -o 

Nonoperating income^) 

Earnings from continuing operations before income taxes 
Income taxes 

Earnings from continuing operations 
Discontinued operations, net of tax( 4 ) 

.... a • a . 

Net earnings ... u 

Percent increase (decrease) from prior year 
Cash dividends 

Store property and equipment expenditures _ 

Book value 

Book value assuming conversion of preferred 
Primary earnings 
Fully diluted earnings 
Cash dividends 


Accounts receivable, including accounts sold 

Merchandise inventories 

Owned property and equipment, net 

Leased property under capital leases, net 

Total assets 

Long term debt 

Capital lease obligations 

Redeemable preferred stock 

Nonredeemable preferred stock, common stock, and other 
shareholders' equity 

Common shares outstanding (in thousands) 

Common shareholders 
Employees • 


1984(0 

$ 3 , 724,294 

20.1 

2 , 702,055 

862,272 

159,967 „ 
117,237 
( 7 , 100 ) 
35,630 
• 8,500 : 
27,130 
62,540 
89,670 
32.9 
50,129 
107,284 

$ 18.26 
20.71 
2.75 
2.72 
1.22 


$ 894,274 
717 , 300 - 
699,295 
124,274 
1 , 947,206 
396,654 
152,006 
300,000 

348,166 
19,067 
10,692 
56,000 


1983 

$ 3 , 101,682 

19.7 
2 , 240,404 

706,368 

154,910 

92,345 

17,020 

79,585 

V 24,200 
55,385 
12,100 
67,485 

37.7 
43,454 
90,100 

$ 21.27 

21.44 
1.93 
1.90 
1.22 


$ 825,254 
579,944 
664,397 
131,169 
1 , 961,694 
358,268 
158,075 


783,533 

35,341 

13,182 

52,000 


—! 


* 

]• ' i 

n 

* 4’ 


•A 



- 1; 


(i)Fifty-three weeks. 

(i)Reflects change to LIFO valuation of specialty store inventories. 

^Includes tender offer costs of $7.1 million in 1984, gains on sale of joint 
venture interests of $12.8 million in 1983 and $3.8 million in 1982, and gains 
on retirement of debentures of $4.2 million in 1983, $8.0 million in 1982, 
$10.5 million in 1981, $3.1 million in 1980, and $1.8 million in 1979. 
(■^Includes gain on sale of Waldenbooks of $63.0 million in 1984. 
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1978(0 


1981(3) 


1,611,548 


$2,590,650 

4.2 

i R5i 566 


$2,485,697 

7.4 

1.755,831 
5 


$2,313,960 

7.9 

1,611,802 


$2,145,410 

13.6 

1,488,450 


5.68 

7.08 

1.75 

1.66 


8.25 

9.25 
2.49 


1975 


1976 .« 


$1,221,635 


$1,329,407 

8 
8 


$1,462,631 


7R7 3«7 


* 734.853 
2 


$ 647,644 
3 


$ 594,742 
3 


$ 497,368 
0 


$ 384,230 
23 


$ 328,814 

713 A 1 X 
0 


$ 291,287 
206-507 

259 
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Directors 


Carter Hawley Hale Stores, Inc. 


Robert O. Anderson 
Norman Barker, Jr. 
Benjamin E Biaggini 
William L. Brown 


Waldo H. Burnside 
Edward W Carter 
Arthur L. Crowe 
John T. Dorrance, Jr. 


Samuel Frankenheim 


Walter B. Gerken 


Prentis C. Hale 
Philip M. Hawley 


Harold J. Haynes 
J. Atwood Ives 


Herbert W Jarvis 
Donn B. Miller 
Walter J. Salmon 


Jean Head Sisco 
Richard A. Smith 


Robert J. Tarr, Jr. 


William B. Thalhimer, Jr. 


Hugo Uyterhoeven 


Chairman of the Board of Atlantic Richfield Company. Director since 1975. (4) 

Chairman of the Board of First Interstate Bank, Ltd. Director since 1970. (1>2 - 3 * 4) 

• ••••••_ • • • « • • • • « • • % « * * « • 

Chairman Retired of Southern Pacific Company. Director since 1983. (2>3 * 5) 

Chairman and Chief Executive Officer of Bank of Boston Corporation and its principal subsidiary, The 
First National Bank of Boston. Director since 1984. (2) 

President and Chief Operating Officer of Carter Hawley Hale Stores, Inc. Director since 1980. (1) 

Chairman of the Board Emeritus of Carter Hawley Hale Stores, Inc. Director since 1946. (1) 

Executive Vice President of Carter Hawley Hale Stores, Inc. Director since 1977.W 

Chairman of the Executive Committee of Campbell Soup Company. Director since 
1978.< 2 - 4 > 'V 

Senior Vice President, General Counsel, and a member of the Office of the Chairman of General 
Cinema Corporation. Director since 1984. (4) 

• » • • •■••• • • • ■ • 

Chairman of the Board and Chief Executive Officer of Pacific Mutual Life Insurance Company. Director 
since 1977. (1 ’ 3 * 4,5) 

Chairman of the Board of Hale Systems, Inc. Director since 1949. 

Chairman of the Board and Chief Executive Officer of Carter Hawley Hale Stores, Inc. Director since 
1970.0) 

Senior Counselor to the Bechtel Group, Inc. Director since 1977. {2 * 3 * 4) 

Vice Chairman, Chief Financial Officer and a member of the Office of the Chairman of General 
Cinema Corporation. Director since 1984 . 0 . 2 ) 

President and Chief Executive Officer of Sybron Corporation. Director since 1984. (3) 

Partner in the Los Angeles law firm of O’Melveny & Myers. Director since 1974.0) 

Stanley Roth Sr. Professor of Retailing at the Graduate School of Business Administration, Harvard 
University. Director since 1974.0.5) 

Partner in Sisco Associates, Management Consultants. Director since 1977.< 2>5) 

Chairman of the Board, Chief Executive Officer, and a member of the Office of the Chairman of General 
Cinema Corporation. Director since 1984.0) 

President, Chief Operating Officer, and a member of the Office of the Chairman of General Cinema 
Corporation. Director since 1984. (3 ) 

Chairman of the Board and Chief Executive Officer of Thalhimer Brothers, Incorporated, a subsidiary of 
Carter Hawley Hale Stores, Inc. Director since 1978.0.5) 

Timken Professor of Business Administration and Senior Associate Dean for External Relations at the 
Graduate School of Business Administration, Harvard University. Director since 1984. (5) 


1 


l 


(D Executive Committee 
( 2 ) Audit Committee 
0) Compensation Committee 
<•0 Nominating Committee 
(5) Public Policy Committee 
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Carter Hawley Hale Stores, Inc 


Division Management 


Corporate Officers 


Department Stores 


Richard E Hauser 
Vice President 

Harry Levitt 
Vice President 

Donald G. Livingston 
Vice President 

J. Scott Meyer 
Vice President 

Larry Petersen 
Vice President 

Francis T. Phalen 
Vice President 

E. Harlin Smith 
Vice President 

Philip B. Sobel 
Vice President 

Dale G. Thune 
Vice President 

Walter W. Tuthill 
Vice President 

John E Busey 
Treasurer 

James L. Vandeberg 
Secretary 

and Corporate Counsel 


Philip M. Hawley 
Chairman of the Board 
and Chief Executive Officer 

Waldo H. Burnside 
President and 

Chief Operating Officer 

• • 6 • • • 

Arthur L. Crowe 

Executive Vice President 

• ■ . ■ 

John M. Gailys 
Executive Vice President 
and Chief Financial Officer 

J. Hart Lyon 
Executive Vice President 

Edward S. Waterbury 
Senior Vice President 

D. Clair Brumbaugh 
Vice President 

E. J. Caldecott 
Vice President 

Paul E. Chevalier 
Vice President 

Arthur G. Coons 
Vice President 

Brian L. Fleming 
Vice President 

Robert J. Gilmartin 
Vice President 

Matthew J. Guglielmo 
Vice President 


The Broadway-Southern California 
M. W. Proudfoot, Chairman 

H. Michael Hecht, President 

• • * • % 

« • •• • 4 ••• 

The Broadway-Southwest 
Steven E Marra, President 

Emporium Capwell 

David H. Folkman, President 

Jack L. Richardson, Chairman 

Thalhimers 

William B. Thalhimer, Jr., ' 
Chairman 

Charles G. Thalhimer, 

Vice Chairman 
Stewart M. Kasen, President 

John Wanamaker 
Richard L. Boje, Chairman 
Jeffrey W. Comment, President 

Weinstocks 

Cheryl Nido Turpin, President 


Bergdorf Goodman 
Ira Neimark, Chairman 
Dawn Mello, President 

Contempo Casuals 
Eve A. Rich, Chairman 
Bernard Zeichner, President 


Lenard M. Shavick, Chairman 
Robert W. Herber, President 

Neiman-Marcus 

Richard C. Marcus, Chairman 

David L. Dworkin, President 


Information Services 
R. Vincent Conant, President 

Market Services 
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Executive Offices 
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Common Stock 

Transfer Agent and P£gistrar 

Independent Accountants 
General Counsel 
Annual Meeting 

Form 10-K 

Dividend Reinvestment Plan 


Market Price Ranges of 
Common Stock 




Shareholder Information 


Carter Hawley Hale Stores, Inc. 


550 South Flower Street, Los Angeles, California 90071, Telephone: (213) 620-0150 

Symbol: CHH, New York Stock Exchange, Pacific Stock Exchange, London Stock Exchange 

Security Pacific National Bank, Corporate Services Division, 2-70, RO. Box 60228, Terminal Annex, 
Los Angeles, California 90060 

• . • • • • • • • | A • 

Price Waterhouse 

• • * 

O’Melveny & Myers, Los Angeles 

• • • •• • • ••• • •• ••(•••••••%••/• 

•• •• •• •••••# •• # • • • > 

The annual meeting of shareholders will be held at the Hyatt Regency Hotel, Broadway Plaza, Hope and 

Seventh Streets, Los Angeles, California, on Tuesday, June 4,1985, at 10:00 a.m. 

• • • ■ . . - ■ " .** ^ 

• * 

A copy of the Company’s Annual Report on Form 10-K filed with the Securities and Exchange 
Commission is available upon request to: The Secretary, Carter Hawley Hale Stores, Inc., 550 South 

Flower Street, Los Angeles, California 90071. 

• • • 

i‘i, 

Carter Hawley Hale s dividend reinvestment service is a convenient way for shareholders to increase their 
investment in the Company. It enables shareholders to apply quarterly dividends or cash deposits they may 
wish to make toward the purchase of additional shares of Carter Hawley Hale common stock. For 
information write to Security Pacific National Bank, Corporate Services Division, 2-70, RO. Box 60228, 
Terminal Annex, Los Angeles, California 90060. 


First Second Third Fourth 



Quarter 

Quarter 

Quarter 

Quarter 

Year 

1984 

$32-I8Va 

$31 l /2-19 

$23 5 /a-191/2 

$27-22Vs 

$32-18Vs 

1983 

$23 7 / 8 -15 1 /2 

$24 3 /s-20 , /2 

$24-201/2 

$24'/ 2 -21'A 

$24i/2-15»/2 

1982 

$15-13‘/ 8 

S14V4-1 VA 

$ 15 7 /s-1 OVs 

$17'/8-14y 8 

$i7i/8-ioy 8 


The New York Stock Exchange is the principal market on which the common stock is traded. 
The redeemable preferred stock is not traded. 
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